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The TtSkVkSwaUoi^ al. Corpora t ion ' s (TNQ origir\ in an 
organized form dates back to early fifteenth century. Over the 
years they have been flourishing in a variety of forms and 
arrangements . The TNCs are the firms that engage in 
international production occupying the core of the process of 
globalization. There are about 5 ,00 ,000 foreign affiliates 
established by some 6 0 , 0 0 0 parent companies. These TNCs 
mainly hail from developed countries. There is however, some 
good number of firms belonging to developing countries and 
more recently firms from economies in transition, including 
also small and medium sized firms. The world's 100 largest 
TNCs together hold US$ 1.8 trillion in foreign assets sales 
with US$ 2.1 trillion abroad, and employment to serve six 
million persons in their foreign affiliates (1998-1999) . FDI 
inflows increased by 39 per cent globally during 1998-99 . 
Ms&As have further fuelled the increase in FDI, with a rise of 
more than US$ 202 billion in the value in 1998 -1999 as 
compared to previous year, i . e . 1997-98 . 
The FDI outflows by home, region, and economy also 
follows suit the similar trends as that of FDI inflows. The 
developing countries as a group have played key role in FDI 
flows. As a matter of fact, many developing countries are 
heterogeneous with regard to level of development, size of 
domestic markets, diversification of production and host of 
other factors. The recent survey of the TNCs of three 
developed countries viz. North America, Europe and Japan 
infers that these countries have been showing sharp 
inclination towards investing more in the Asian and Latin 
American and Caribbean economies than in their own 
economies. This shift in their attitude seems to have been 
influenced on account of large sized consumer markets 
enabling business environment and availability of skilled force 
in China and India. 
The developing countries need to be more united and 
act more cohesively than ever before if they wish to exploit 
the provisions and deregulat ion's of WTO to their maximum 
benefit. The support of liberal developed countries will add 
weightage to their cause and requirements. The Ministerial 
Conferences of WTO have proved the concern of all, 
developed and developing countries to facilitate and promote 
socio-economic growth and stability globally. However, there 
is a lurking fear that the latent policy of protectionism in the 
industrialized countries especially the US and the proliferation 
of regional trade agreement like APEC and NAFTA tradeoffs 
like cross border movement of skilled personnel may work as 
stumbling blocks to the philosophy of free trade of WTO. 
The present study deals with regard to impact of TNCs 
in terms of inflows of FDI, technology transfer, joint 
ventures, and subsidiaries, Ms&As, and financial services for 
overall economic development of India. 
The study has pursued the following objectives: 
> To study the role of TNCs in India in pre and post independence 
era. 
> To review the foreign investment policies in pre and post 
independence period focussing on liberalization era. 
> To make comprehensive study as regards the foreign investment 
policy changes in post-liberalization period and their impact on the 
business operat ion of TNCs in India. 
> To critically appra ise the TNCs performance in terms of inflows of 
FDI, transfer of technology, joint ventures , subsidiaries, mergers 
and acquisit ions and financial services during both pre and post 
liberalization regime. 
> To study the impact of TNCs, in the overall development of Indian 
economy. 
In order to substantiate the objectives, the following 
hypotheses have been formulated: 
> That India fulfills the pre-requisi tes for at t ract ing foreign 
investment by Transnat ional Corporat ions (TNCs) in different 
sectors of the economy since the advent of economic liberalization 
regime of July 1 9 9 1 . 
> That the global TNCs are making investment in India in a big way in 
post-NEP period in business ar rangements of FDI, technology 
transfer , joint ventures , subsidiaries, Ms&As and financial services 
and thus contributing to the growth and development of the 
different sectors of the Indian economy. 
> That TNCs are the major contr ibutor in developing Indian economy 
to fall in line with the global economies helping India emerge as an 
Asian economic giant in the 21st century. 
The scope of the study is defined in terms of subject 
matter coverage and time span coverage. In terms of subject 
matter and sectoral coverage, the present research study is 
related to an enquiry into the broad spectrum of inflow of 
FDI, joint venture, subsidiaries, merger and acquisition, 
financial services and their impact on the development of the 
Indian economy. 
In order to achieve the objectives of the study a sample 
size of 212 TNCs operating in India in the business 
arrangement of mergers and acquisitions have been selected 
to examine their participation in various sectors of the 
economy in terms of financial and physical performance. In 
order to study the financial performance of TNCs in 
liberalizing Indian economy, a sample size of 75 top TNCs 
operating in India under joint venture, subsidiaries and 
mergers and acquisitions arrangements has been selected 
The concept of impact takes into consideration the 
performance appraisal of TNCs in business arrangements of 
joint ventures, subsidiaries, mergers and acquisitions and 
financial services in Indian economy. The study covers a long 
span of period of almost five decades. It has been split into 
two phases - first phase starting from 1950 to 1990 and the 
second phase 1991 to 2 0 0 0 . The Research Scholar is of the 
opinion that the span of period under reference is adequate 
enough to determine the impact of Transnational 
Corporat ions in the economic development of India in terms 
of comparative study of TNCs business activities in different 
sectors of the economy at the micro level and in terms of 
fiscal management , growth of exports , technological 
advancement, management of BoP, Forex rate management , 
control of inflation, employment generation and social sector 
development at the macro level. 
Since the advent of NEP in July 1 9 9 1 , Indian 
government adopted various modes to globalize its economy. 
On industrial sector front, provisions and regulations have 
been simplified in order to facilitate efficient production, 
concession, tax relaxation, tax holidays and various other 
facilities have been provided to the industrial units. Reforms 
in trade policy provide stimulus to exports . The government 
adopted many enabling policies and procedures to attract 
more and more foreign investment. Special concession and 
repatriability norms have been formulated to lure NRIs and 
TNCs. The Foreign Exchange Management (FEMA) Bill 
replaced FERA in 1999 . FEMA in the wake of rupee being 
fully convertible on current account and partially convertible 
on capital account will hopefully bring about overall 
efficiency in the foreign exchange management . 
Financial sector reform is co-related with the fiscal 
reform. In the changing atmosphere of global economy, 
financial system control holds a greater significance for the 
overall growth and development. It was realized that without 
fiscal reform the economy could not be triggered off. Fiscal 
deficit can be improved by either raising tax and non-tax 
resources or by chopping out the lot of expenditures. Under 
the Structural Adjustment Programme (SAP), emphasis has 
been given on pruning of government expenditure, 
particularly subsidies and bureaucratic expenditure. The 
actual implementation of SAP varied between the centre and 
the states and also among the states. SAP was initiated with 
the twin objectives of preventing recurring macro economic 
imbalances on the one hand, and acceleration of long-run 
growth of income and standard of living on the other. 
The significant changes have taken place in capital 
market. Capital market has been playing a vital role in new 
economic arrangements . Reforms have been implemented in 
capital market, to attract more foreign investors. Government 
of India established a regulatory body namely SEBI to control 
and regulate activities of the capital market and ensure the 
interest of investors. Modernization of stock exchanges, 
Demat trading and buy back of shares is recent steps in this 
direction. 
Banking sector has also witnessed similar t rends. RBI 
announced reduction in CRR, SLR and time factors in various 
related t ransact ions. Private and foreign banks are invited to 
operate in banking services. Insurance sector has been 
thrown open to the private sector. Foreign as well as 
domestic private companies can operate in these sectors now 
onward. 
The government has yet to initiate many vital reform 
measures. For instance, it has not privatized any public 
enterpr ise , including those, which grossly violated the criteria 
of either public goods or ' core ' industry concept . Many of 
them are loss-making enterpr ises . Nor has the government 
closed any 'sick' or unviable public enterprises . The 
government has referred many of them to the BIFR but has 
yet to take any concrete step towards either privatization or 
closure. The basic problem in many of these enterprises is 
over employment. Pending either privatization or closure, the 
government could have atleast taken steps to improve 
efficiency and productivity of labour and management . But 
even in this respect, actions initiated are grossly inadequate. 
The divestment programme is also lopsided. Instead of selling 
shares of unwarranted enterprises the government has sold 
shares in profit making enterprises, including natural 
monopolies and core enterprises . 
Infrastructure is now open to the private - both 
domestic and foreign - investment in this sector during the 
reform period is abysmally poor. The anarchic pricing and 
subsidy policies together with institutional failure discourage 
private investment in infrastructure. Various reforms are 
being made to lure foreign investments. The uniform tax 
holiday has been increased from 5 years to 15 years for all 
infrastructure sector projects, foreign investment 
implementation authority has been created to smoothen, flow 
of FDl into the infrastructure sector and the import duty 
structure for project imports is also rationalized. 
Employment and wage policy in the public sector is 
another area where the reform has failed to make any dent. 
The exit policy - with respect to both labour and industry - is 
debated at length, but as of now could not be implemented in 
either public or private sector. Despite deregulation, 
bureaucratic controls continue to thwart economic activities. 
particularly at the state and the local levels. As a result, 
corruption and inefficiency continue unabated. 
By and large the reform process is benefiting the 
economy in a better way and augures well for future. The 
whole economic scene has undergone drastic changes. The 
major achievement of the economic reforms can be reckoned 
with in terms of the control of inflation, growth for corporate 
sector, introduction of capital intensive technology for global 
competitiveness and modernization. However, there are 
certain neglected areas of economic reforms, such as, 
agriculture, social security and health security etc. 
The study has proceeded to determine the impact of 
TNCs in the development of Indian economy from two broad 
economic parameters , i.e. Micro and Macro. 
When the first survey of India's international assets and 
liabilities was conducted in mid-1948, at that t ime, the stock 
of foreign investment in the country stood at Rs. 2560 
million and was mostly of British origin. Bulk of this FDI was 
concentrated in export-oriented raw materials, extractive and 
service sectors. By 1990 , the stock of FDI by TNCs in India 
had gone up to Rs. 2 7 0 5 0 million. Over this period not only 
the magnitude but also the sectoral composition, sources and 
organizational forms of investment have tremendously 
changed. 
The study reveals that during pre-NEP period, numerous 
changes took place in the direct investment by TNCs, 
especially through 100 % owned subsidiary. The total foreign 
direct investment by TNCs takes a leap jump from Rs. 28 .8 
million in 1948 to Rs. 150 .3 million in March 1990 . It is 
quite noticeable that during pre-NEP period most of the 
foreign investors are interested in participating through two 
common routes i.e. 100% owned branches and 50% owned 
branches. This fact reveals that most of the foreign investors 
intended to control the management in their own hand. 
During pre-NEP period major foreign investors in India were 
UK, USA, West Germany, France, Italy, Japan and 
Switzerland. USA tops the table tally with the highest amount 
of investment of about Rs. 6 9 6 . 0 2 million, leaving back UK 
with the investment of Rs. 5 8 2 . 6 2 million to the second 
place. With the inception of New Economic Policy (NEP) 
in July 1 9 9 1 , Indian economy has witnessed drastic policy 
and procedural changes. In various phases, most of the 
sectors are being opened for the foreign investors. The total 
amount of Foreign Direct Investment (FDI) approved by the 
Government since 1991 till February 2 0 0 0 is Rs. 2 1 2 6 6 4 . 2 2 
crore i.e. roughly around US $ 60 .38 billion and the total 
inflows add upto Rs. 7 2 7 7 7 . 7 1 crore i.e. US $ 19 .86 billion. 
The total numbers of foreign collaboration approved by the 
SIA, FIPB and RBI routes together are worth noticeable. It 
rose from 950 in 1991 to 2224 in 1999 . The total number of 
foreign collaboration approved counts around 1 7 0 9 8 , which 
includes 6 4 8 8 foreign collaborations of technical nature and 
10610 foreign collaborations of financial nature. The number 
of TNCs along with the parent countries has fairly increased. 
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There are now more than 50 countries, which are potentially 
participating with larger amount of investment. Along with 
some existing countries like USA, UK, Germany, France, 
Japan , Italy and Switzerland, noticeably few prominent 
among the investing countries surfacing on the horizon are 
Mauritius, South Korea, Australia, Malaysia and Netherlands. 
There emerged new species of foreign investors in post-
NEP period such as NRIs/OCBs, GDRs/ADRs. They are 
shaping the destiny of the Indian economy in general, and 
Indian industries in particular. Total actual inflow of FDI 
received during the period from January 1991 to February 
2 0 0 0 through various NRIs schemes, GDRs/ ADRs and 
FCCBs amounted to Rs. 2 0 4 2 0 4 . 7 million. Foreign 
Investment in terms of FDI is promoting rapid economic 
growth and development of the Indian economy. However, 
there are some policy and political impediments demoralizing 
investor 's confidence. The government is all poised for 
adopting more liberal and attractive policies to lure foreign 
investors. The participation by the TNCs and foreign 
affiliates in multifarious ways has contributed towards 
increased production, enhanced exports and qualitative 
marketing network integrating Indian economy with the global 
economies. 
Technology is lifeblood for modern corporate sector in 
particular and for common men in general . Technology 
transfer is a major variable in the strategies of TNCs. At the 
first instance, it has been proved that more and more 
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technology transfer is occurring in post-NEP period as 
compared to the pre-NEP period. The analysis reveals that 
the in-house industrial R&D expenditures in Indian corporate 
sector have registered a higher growth since inception of the 
NEP. R&D growth rates are higher and increasing only in 
those industries, where large numbers of foreign 
collaborations are being matured. 
Technology transfer is only one element of the 
technological capability and hence is not adequate enough to 
ensure the dynamics of technological progress. It has to be 
backed up with domestic technological efforts on a 
continuous basis to make the imported technology 
appropr ia te enough to local conditions. On the other hand, 
investment on domestic R&D and other domestic technical 
efforts became necessary to assimilate and adopt imported 
technology to local conditions. More often this combined 
process of import and local adoption leads to the 
development of new and modified technology, which the firms 
tend to export to other countries. Thus, a firm with an 
import-adapt technology strategy and seeking complementary 
relationship between technology-import and domestic 
technology-efforts not only ensures the efficient use of the 
imported technology but also enhances its own technological 
capability in a dynamic sense and thereby, the national 
technological capability. 
The liberalization policy for foreign investment by 
Indian firms along with the new economic environment seems 
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to have given joint ventures, subsidiaries and financial 
services the needed boost. Capital inflows through these 
routes have changed the nature and formulation of capital 
flows in the economy. The analysis of the study has made it 
crystal clear that in post-NEP period not only the number of 
joint ventures, subsidiaries and financial services is increasing 
but also the number of countries, industries and financial 
corporates are increasing in the map of Indian joint ventures, 
subsidiaries and financial services. 
Joint venturing is a very important foreign market entry 
and growth strategy employed by Indian firms. It is an 
important route taken by various corporates to enter into the 
international market. In several case joint ventures, as in the 
case of foreign subsidiaries, help Indian firms to stabilize and 
consolidate their domestic business, besides the expansion of 
the foreign business. From the analysis of the financial 
performance appraisal of top 25 TNCs under joint venture 
arrangement , it is discernible that sales, net profit, net worth 
and earning per share in sectors, such as, automobiles, 
engineering/electr icals , food products /personal care and 
miscellaneous industries, are on a rising trend since New 
Economic Policy (NEP) period. It is a healthy approach of 
globalization through liberalization, as it helps in creating 
more employment, bringing advanced and sophisticated 
technologies, creating a strong footing to make further dent 
into both domestic and foreign markets and provides efficient 
management system in the economy. 
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In post-NEP period, there is a substantial increase in 
numbers of formation of corporates through subsidiary 
arrangement . Performance appraisal of 25 TNCs operating 
under subsidiary arrangement in four sectors viz. 
pharmaceutical , engineer ing/machine tools, personal care 
and miscellaneous sector during post-NEP period reveals that 
the sales, net profit, net worth and earning per share have 
grown up at steady rate. The impressive performance of 25 
TNCs is attributed to overall scheme of globalization and 
liberalization. With the help of subsidiaries, TNCs have 
strengthened their production base, improved market 
strategies and efficient management . 
The market for financial services is witnessing a 
vibrant growth during the last decade. Financial service 
institutions now spend substantial amount on communicating 
a variety of brands and corporate messages to a range of 
interested groups. The transnational banks have entered in 
Indian market and helping in developing the various sectors 
by making huge investments with quality of service delivery 
and well organizational value system. Financial service sector 
creates new concepts and thus they have enough that they 
can sell. Their prime attention is on the formation of sound 
marketing mix as they believe in the philosophy of improving 
quality, expanding market, maximizing the range of profit and 
thus making possible a fine fusion between winning loyalty of 
customers and enhancing margin of profits. 
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The Indian economy, to sum up, is all set on high 
growth path since the advent of New Economic Policy of July 
1 9 9 1 . The activities of TNCs in Indian economy have 
substantially increased the growth of industrial output and 
foreign currency reserves. The consequential increases in 
foreign direct investment through joint ventures, subsidiary 
and financial services, are perceived to have helped 
substantial capital accumulation, technological progress, and 
creating international competitiveness among Indian 
corporates . 
The Mergers and Acquisitions (Ms&As) of companies 
have increased in number over the decade. The major factor 
leading to the Ms&As of companies is the combination of 
production capacity and increasing market share. Ms&As are 
very important market entry as well as growth strategy. The 
Indian corporates are induced to enlarge resources and to 
diversify business to meet the challenges of global 
competi t ion. The market for takeovers is becoming active and 
a trend is being set by established corporate groups towards 
consolidation of markets share and diversification into new 
areas through the acquisition of companies. The financial 
performance appraisal of top 25 TNCs operating in India 
under Ms&As arrangement belonging to different sectors, 
reveals that the sales performance, profit earning, net worth 
and earning per share are increasing at a steady rate. The 
strategic alliances through Ms&As between TNCs and Indian 
companies have provided better resources, quality product. 
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and sizeable market penetra t ion, which has ultimately resulted 
in high sales, more profit earning, rise in earning per share 
and better networth. All these are attributed to overall 
scheme of globalization of the Indian economy. 
Global economic system can not survive in vaccume 
without a sound, just social sector. TNCs are an important 
instrument of global economic system. The dream of 
management of nature, management of earth and global 
green revolution will become a reality only when TNCs make 
some investment out of their profit in tackling hunger and 
strife of the natives in India and other developing countries. 
The development of social sector is the concomitant task of 
TNCs with Indian corporate with a commitment to human 
dignity with an emphasis on individual who merits assistance 
for alleviation of hunger, ignorance and poverty. It is a 
commitment to humanity and not to a political agenda of any 
nation or group of nations. 
The resources raised from the capital market 
(distribution by issue type) reveals that the Overseas route 
particularly Euro issue is quite popular - an amount of Rs. 
18099 crore has been raised through Euro issue constituting 
approximately 32 per cent of the total resources raised from 
the capital market. Private placement of issue has continued 
to be most favored route of the corporate for raising fund 
during the post-NEP period. Foreign private sector mobilized 
fund to the tune of Rs. 1340 crore in 1998-99 as compared 
to Rs. 2676 crore mobilized in 1997-98 , registering a decline 
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of almost 50 per cent. The decline is however, attributed to 
the strict adherence to capital adequacy norm. 
Mutual Fund industry has remained in doldrums for quite 
some time. It received a major setback after UTI fiasco. The 
foreign mutual funds floatation amounted to Rs. 3 .72 crore in 
year 1998-99 , which constitutes 5 per cent of the total 
mutual fund floatation in India. The foreign mutual funds 
appear to have responded to the proposal and incentives 
provided in Union Budget for 2 0 0 0 - 2 0 0 1 . 
The impact of TNCs viewed from macro parameters 
reveals the following facts: 
> In the post reform period there has been overall improvement and 
recovery in the macro stabilization indicators . GDP growth rate , 
index of industrial product ion, gross domestic capital formation and 
gross domestic savings as per cent of GDP has shown a sign of 
recovery and improvement specially after the adopt ion of NEP, 
excepting of course few hick-ups in certain years. However, the 
same have been offset through timely and appropr ia te reform 
packages , brought about by the Indian governments 
> However, the cont inuous fall in the value of rupees seems to have 
resulted in increase in the burden of internat ional debt adversely 
affecting the confidence of foreign investors. The rupee exchange 
rate has not been stabilized. 
> The analysis of price indices vis-a-vis the inflation rate produces 
mix result. Despite the achievement of high growth rate of GDP, 
the inflation rate has not been caged as desired. 
> The Incremental Capital Output Ratio (ICOR) which measures the 
productivity of capital has been witnessed to be higher during the 
reform phase signaling lower capital productivity. However, from 
the last couple of years under reference, there are indicia of 
improvement in capital productivity as a result of decline of ICOR. 
> The analysis brings forth that there 's a drastic cut in the gross 
fiscal deficit both in center and s ta te . The average inflation rate is 
down to single yet at the higher rate compared to the developed 
economies . The current account balance and foreign exchange 
reserves have been improved. The trade balance has also shown a 
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sign of improvement but not as much as current balance. The 
export - import ratio has also spectacularly improved. In the present 
scenar io , exports finance nearly 90 per cent of imports against 50 
to 60 per cent during 1 9 8 0 ' s . The import cover up of foreign 
exchange reserves has improved significantly during the period 
under review. 
> On the tax front, the picture is grim. The drop in the share of 
direct taxes and high share of commodity taxes indicates an 
inappropr ia te tax mix. However, the paradigm shift in the policy of 
government to corpora te taxes is an indicative of giving priority to 
foreign investors. 
> The scanning of the data regarding the expor ts , imports and trade 
balance reveals that the effort for the export promotion appeared to 
have nullified by the policy of import l iberalization. The trade gap 
has narrowed down only in those years in which import growth was 
restr icted but export promotion was accelerated. However, the 
Research Scholar observes that the trade has fairly enlarged due to 
growing businesses by the TNCs in the wake of liberalization for 
globalization. 
>• The most crucial parameter of measuring economic health is the 
Balance of Payment (BoP) of the country. The analysis with regard 
to the balance of payment reveals that there has been over all 
improvement in BoP in post-NEP period. The policies of 
l iberalization, privatization and globalization have symbolized fairly 
good amount of control in the detoriat ing condition for BoP. Right 
from the inception of 1 9 9 3 - 9 4 , there has been a remarkable impact 
of liberalized foreign investment policy on the flow of foreign 
capital through TNCs. These , among others , led to substantial 
increase of foreign exchange resources. As a result, in the 
successive years the BoP indicated an easing of pressure on the 
current account and the buoyancy in the capital inflow. There has 
been note-worthy slow down in the growth of both imports and 
exports in the year 1996-97 but however, the trade deficit was 
lower than the previous year 1 9 9 5 - 9 6 . 
V The substantial increase in the capital flows in the remaining year 
under reference has led to decline in deficit in current account of 
the BoP to about 1 per cent in 1998-99 as against 1.4 per cent in 
1 9 9 7 - 9 8 . The exports however, recorded a negative growth in 
1998-99 after remaining sluggish in the remaining previous two 
years. 
> The government needs to streamline the trade policy to eliminate 
various impediments to trade and to promote export growth. In this 
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regard, the Research Scholar observes that the role of TNCs would 
be vital by establishing larger number of Export Oriented Units. The 
EXIM policy, 1 9 9 7 - 2 0 0 2 , is a very significant s tep in the direction 
of overall promotion of t rade. 
> External debt management appears to be top priority of the 
government to reap the gains of high growth rate of export through 
keeping maturity structure and the amount of commercial debt 
under manageable limit. Here the impact of TNCs is very much 
pronounced in terms of bringing non-debt creating foreign capital . 
> The government has recorded the highest priority to promote 
sustainable employment . From the analysis it is discernible that the 
growth of employment in the private sector is higher as compared 
to public sector during the post- NEP period. The reason for this is 
at tr ibuted to entry of larger number of TNCs in financial services, 
pharmaceut ica l , te lecommunicat ion, automobiles- engineer ing and 
electronics industries. However, the Research Scholar is 
apprehens ive that the presence of TNCs in capital intensive 
industries may have adversely affected the employment level, but at 
the Game time, the demand for skilled, semi-skilled and highly 
skilled labour would have certainly increased in view of growing 
number of joint ventures , mergers and acquisit ions and subsidiaries 
in te lecommunicat ion, e lectronics , information technologies and 
automobile industries. 
> The foreign banks whose presence in the Indian economy is growing 
in the wake of economic liberalization have earned much higher rate 
of interest income and have maintained rate of interest through out 
the period under review. As a consequence, their net interest 
income is higher than the Indian banks. 
The advent of economic liberalization with freedom of 
entry to TNCs in variety of business arrangements such as 
FDl inflows, transfer of technology, joint venture, merger and 
acquisition, subsidiaries and financial services have lent 
substantially to the overall growth and development of the 
Indian economy. The increased operation of TNCs with 
variety of business arrangements in the wake of economic 
liberalization has brought to the fore that TNCs are major 
contributor to the development of Indian economy. However, 
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there are certain apprehensions with regard to free operation 
of TNCs, needing serious attention of the government, which 
are dealt with in the following suggestions and 
recommendations part . 
The Research Scholar has offered the following 
suggestions and recommendations based on the findings of 
the study: 
> Procedural bot t lenecks in inflow of FDI need to be removed. FDl 
routes to be brought to the minimum of two i.e. Automatic and 
FIPB-routes for the project to be selected on merit. 
> infrastructure sector to be developed by according incentives to the 
TNCs to invest in underdeveloped regions and rural areas for 
avoiding regional bias. 
> Labour laws to be rationalized for unimpeded flow of foreign 
investment . 
> Enabling policy framework with regard to IPR and TRIM of WTO 
needs to be framed in compatibility with larger interest of the 
country. 
> Cont inuance of financial, fiscal, monetary, trade and investment 
and industrial reforms for global competi t iveness . 
> Corpora te tax and other tax laws to be rationalized for global 
compet i t iveness . 
> Introduction of policy packages for enticing TNCs to take up the 
production of low margin profit products along with high margin 
products . 
> Inviting TNCs to undertake the projects for investment leading to 
employment genera t ion . 
> TNCs to be invited with technology for agriculture sector 
development . 
> Part ic ipat ion of TNCs in indigenous R&D development and 
s t rengthening up of R&D programmes in terms of FDI, technology 
and exchange programmes. 
> Proper analytical study needed for import of appropr ia te technology 
suitable to our socio-economic environment . 
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> More emphasis to be accorded to import- technology from 
developing economies as their socio-economic set-up is much akin 
to ours. 
> Joint ventures and subsidiaries to be established keeping in view the 
interest of Indian counterpar ts (corporates) . 
> Calibrated encouragement to the strategic alliances through M&A 
for better resources , quality products and market pene t ra t ion . 
> Rationalization in policy framework with regard to NRIs / OCBs, 
GDR / ADR for the needed boost in foreign investment. 
> The a t tent ion of TNCs operat ing in India to be drawn towards their 
social responsibili ty and social sector development . 
In the wake of liberalization for globalization, TNCs 
hold the promise of helping the Indian economy to leap frog 
several stages of industrial growth and development. 
The study has also pointed out direction of future 
researches in the realm of global business. The Indian TNCs 
operating abroad by means of various business arrangements 
viz. FDI, joint ventures, subsidiaries and financial services are 
another significant portents to determine their impact on 
economic development of India. 
IMPACT OF TRANSNATIONAL CORPORATIONS 
IN THE DEVELOPMENT OF INDIAN ECONOMY 
THESIS 
SUBMITTED FOR THE DEGREE OF 
In 
(Eommercc 
BY 
KHURSHID ALI 
Under the Supervision of 
DR. ABDUL QUAYYUMKHAN 
M.Com., M.Phil., Ph.D. (Alig.) 
DEPARTMENT OF COMMERCE 
ALIGARH MUSLIM UNIVERSITY 
ALIGARH (INDIA) 
2000 
CHECEIDi^oa 
CHECKED-2002 
y^^'y 
1 5 APR 2002 
T5545 
Dr. JA. Q. GChan fm^^ (office: 703661 
* M.CorrirM.Phil., Ph.D. | * | C ^ s | v j P/)one-^Resi: 706786 
Faculty Member ^^A^W^ (Code: 0571 
DEPARTMENT OF COMMERCE 
ALIGARH MUSLIM UNIVERSITY, ALIGARH-202 002 
^ated:.rZ...f...../. 
dkttificsAt 
This is to certify that Mr. Khurshid AH has completed 
his thesis entitled "Impact of Transnational Corporations 
in the Development of Indian Economy", under my 
supervision. To the best of my knowledge and belief, the work 
is of original nature. It also fulfils the requirements for the 
submission of Ph.D. thesis at the Aligarh Muslim University, 
Aligarh. 
(Dr. Abdul Quayyum Khan) 
Research Supervisor 
Residential-cum-Mailing Address: 
E/2, Zia Manzil, Badar Bagh, Aligarh-202002 U.P. (INDIA) 
Chapters Particulars Page No. 
Preface i-vii 
Acknowledgements viii-ix 
List of Tables x-xvii 
List of Selected Abbreviations and Acronyms xviii-xix 
Chapter-1 Transnational Corporations (TNCs) in 1-41 
Global Economy: Conceptual And Historical 
Review, Performance Appraisal and World Trade 
Organization (WTO). 
Chapter-2 Approach to Study: Review of Literature 42-67 
And Designing Research Methodology. 
Chapter-3 Economic Liberalization And Its Impact 68-99 
on Transnational Corporations (TNCs) 
in India. 
Chapter-4 Transnational Corporations (TNCs) And 100-160 
Foreign Direct Investments (FDIs): Impact 
on Economic Development of India. 
Chapter-5 Transnational Corporations (TNCs) And 161-193 
Transfer of Technology In India. 
Chapter-6 Transnational Corporations (TNCs) And 194-246 
Joint Ventures, Subsidiaries And Financial 
Services in India. 
Chapter-7 Transnational Corporations (TNCs) And 247-275 
Mergers and Acquisitions (Ms&As) in India. 
Chaptcr-8 Transnational Corporations (TNCs) And 276-302 
The Development of Social Sector In India. 
Chapter-9 Impact of Transnational Corporations (TNCs) 303-371 
on Economic Development of India. 
Chapter-10 Findings And Suggestions. 372-399 
Bibliography 400-414 
Appendices i-xLv 
PREFACE 
The last couple of decades of the twentieth century 
witnessed an epoch-making economic policy metamorphosis the 
world over activating the philosophy of "Globalization" in a bid 
to integrate the world economies for unhindered trade flows, 
capital flows, technology flows and labour flows. In tandem with 
the philosophy of globalization, many developing as well as the 
developed countries undertook reform measures to liberalize 
their economies. In the process, these economies offered 
calibrated incentives for attracting Transnational Corporations 
(TNCs) for capital and technology. 
In India, the announcement of New Economic Policy (NEP) 
of July 1991 was a sharp departure from the Industrial policy of 
1956. The major strategy of New Economic Policy (NEP) is 
liberalization for globalization. The liberalization regime 
purported basically to dismantle excessive regulatory framework 
and bureaucratic controls acting as shackles on freedom of 
operation of business enterprises. 
The NEP and subsequent liberalization policy packages 
made radical changes in foreign investment policy including FDI 
inflows, technology transfer, joint ventures, subsidiaries, Ms&As 
and financial services. The other economic reform measures 
include abolition of industrial licensing system on merit, the 
replacement of FERA with FEMA providing flexibility and 
efficiency in foreign ownership, the opening of areas, such as, 
mining, power generation, telecommunication, banking and 
insurance to TNCs, the trade facilitation, tariff reduction and the 
rupee convertibility on current and capital accounts under WTO 
provisions for global competitiveness. 
In fine, the liberalization policy through economic reforms 
is now viewed as an important instrumentality for ameliorating 
the investment climate leading to increased deployment of 
tangible and intangible assets, such as, capital, technology, R&D 
capacity, management practices, trade links, strong and sound 
capital resource base, accessibility to external market and thus to 
improve overall economic performance of Indian economy. 
Transnational Corporations (TNCs) are a major 
contributors of foreign capital in different sectors of the 
economy specially infrastructure and the public utilities. It 
includes the development of petrochemicals and automobiles 
besides , power, t ransportat ion, communication and services. 
The global environment makes it imperative that the industries 
must be competitive and have a wide cushion of capital to absorb 
risk of global operation. It has paved the way for Ms&As, 
amalgamation, absorption, joint ventures, subsidiaries in India 
within the short span of the last decade of the 20"" century. In 
the new millenium, the insurance and the banking sectors are 
open for the participation of TNCs. The SEBI's attitude to on -
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line trading in the stock market has forged a direct hnk with 
Transnational Corporations (TNCs). 
The present study with regard to impact of TNCs is, 
therefore, justified in terms of inflow of FDI, technology 
transfer, joint ventures, subsidiaries, Ms&As and financial 
services for the economic development. The study deals with the 
trends in FDI inflows and their impact on sectoral development, 
technology transfer for better quality and competitive products, 
joint ventures, collaborations, subsidiaries and Ms&As for 
competitiveness and provision of financial services by TNCs for 
easy access to the foreign capital for domestic industries. 
The study has, hence, in the usual sense exhibited itself in 
terms of gross effects at the ultimate point to differentiate the 
effect of the variations of a given macro phenomena. For 
instance, effect of TNCs on GDP growth rates, savings and 
investments, TNCs contribution to foreign exchange reserves, 
BoP, exports and creation of employment. 
The study has also determined the impact of Transnational 
Corporations ( TNCs) in its totality at micro-phenomena in 
terms of inflows of foreign capital, the technology, their 
participation in ownership and management in the ongoing 
industrial units by means of Ms&As, amalgamations, joint 
ventures, subsidiaries and financial services. 
Based on the findings of the study, suggestions and 
recommendations have been proffered by the Research Scholar 
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for germane substantial amount of foreign investments by means 
of various business arrangements as enunciated above. The 
study has, nevertheless, pointed out certain threats and 
apprehensions keeping in view the freedom of TNCs operation 
under Hberalization regime. The government of India should 
streamline the liberalization policy packages in future so that 
maximum leverages can be availed of from TNCs businesses in 
India in the 2 1 " century. 
S c h e m e of Chapterizat ion-A Preview: 
The present study is divided into ten chapters. A brief 
description regarding each chapter is made as under: 
The First Chapter entitled, "Transnational 
Corporations in Global Economy: Conceptual And 
Historical Review, Performance Appraisal And World 
Trade Organization," succinctly presents the historical 
almanac, the concept and business operation of Transnational 
Corporations in global ambience. In this chapter, the Research 
Scholar has proved the point that TNCs are now the dominant 
global phenomenon engaged in international production 
occupying the core process of globalization. 
The S e c o n d Chapter entitled, "Approach To Study: 
Review of Literature And Designing Research 
Methodology", presents a detailed outlines with regard to the 
statement of problems followed by an extensive review of 
literature. Logical and cogent descriptions as regards the need 
for the study, scope, objectives of study, research hypotheses 
and research methodology along with the limitations of the study 
have been made. 
The Third Chapter entitled, ''Economic Liberalization 
And Its Impact on Transnational Corporations In India", 
has been devoted to present all the facets and dimensions of 
economic liberalization maidenly initiated in the middle of 80 's 
and the watershed NEP of July 1 9 9 1 , mainly purported to 
integrate the Indian economy with global economy by bringing 
about overall reforms in various sectors of the economy. The 
economic liberalization has undeniably opened up host of vistas 
and opportunities for foreign investment in India through 
transnational corporations. 
The Fourth Chapter ent i t led , "Transnational 
Corporations And Foreign Direct Investments: Impact on 
Economic Development of India", comprehensively deals with 
regard to foreign direct investment policy changes, implications 
and ramifications with the introduction of new economic policy 
and dispensation of various subsequent foreign investment 
liberalization packages. This chapter further analyses the trends 
in inflows of FDI, sector and country specific both. The 
comparison of inflows of FDI in pre and post-NEP period has 
been made to determine the impact of TNCs on the economic 
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development of India.The inhibiting factors afflicting inflows of 
FDI have also been dealt with at length. 
The Fifth Chapter, entitled, "Transnational 
Corporations And Transfer of Technology in lndia\ 
presents an analytical description with regard to transfer of 
technology in the post independence period and also in the wake 
of economic liberalization of July 1 9 9 1 . It is an established fact 
that the technology transfer is a major variable in the strategies 
of transnational corporations. Hence, it emerged as a core 
subject-matter of the present study. 
The Sixth Chapter entitled, 'Transnational 
Corporations And Joint Ventures, Subsidiaries, And 
Financial Services in India", gives an extensive exposition to 
the fact that liberalization policy has drastically changed the face 
of Indian economy replete with predominantly greater number of 
joint ventures, subsidiaries and financial services promoted by 
TNCs of both developed and developing countries of the world 
bringing in substantial amount of foreign capital and technology. 
The Seventh Chapter, entitled, ''Transnational 
Corporations and Mergers And Acquisitions (Ms&As) In 
India", reveals that the wave of Ms&As through TNCs are 
growing in both size and volume of capital during the post-NEP 
period providing better resources, market access and distribution 
network finally leading to globalization of the Indian economy. 
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The Eighth Chapter entitled, "Transnational 
Corporations (TNCs) and the Development of Social 
Sector in India", presents a vivid account with regard to social 
sector development. It analyses the government expenditure in 
social sector and also gives an account of negligence of social 
responsibilities by TNCs, hence the need of fair contribution in 
this sector by the TNCs in the wake of economic liberalization 
for globalization. 
The Ninth Chapter entitled, "Impact of Transnational 
Corporations on Economic Development of India", presents 
analytical study to determine the impact of TNCs in the 
development of Indian economy from two broad economic 
parameters , i.e. the micro and the macro. The micro-economic 
parameter include the study of inflows of FDI in pre and post-
NEP period, transfer of technology, Ms&As, subsidiaries, joint 
ventures and services and their impact on economic development 
of India. Macro parameters analyze the impact of T N C s business 
operations on GDP growth rate, capital formation, gross 
domestic savings and investments, price indices, forex reserves. 
Balance of Payments (BoP) and employment generation. 
The Final Chapter summarizes the Findings and the 
Conclusions and offers suggestions and recommendations for the 
government, researchers and the planners alike for rationalized 
operation of TNCs in India. This chapter further indicates the 
areas uncovered under the ambit and scope of the present study. 
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1.1 Introduction: 
The landscape of economic development has witnessed 
radical transformation presenting policy makers with new 
challenges at the global as well as local level. The challenges and 
changes that have been set in motion as contributing to and as 
manifestation of two significant phenomena: globalization and 
localization. Globalization, in fact, reflects the progressive 
integration of world economies. In soothe, every country of the 
world is hopefully looking for the unified world market having no 
or less barriers. They are aware of the economy of large scales and 
benefits of specialization. The freedom of production and 
marketing provides a good platform for economic development of 
every country. 
Globalization and localization are terms that provoke strong 
reactions, positive and negative both. Globalization is praised for 
opportunities it brings, such as, access to market and technology 
transfer - opportunities that hold out the promise of increased 
productivity and higher living standards. ' On the other hand, 
localization is praised for raising level of participation in decision 
making and for giving people more of a chance to shape the 
context of their own lives.^ 
Globalization and localization offer exceptional opportunities 
but, however, can also have destabilization effects. The principal 
agents of globalization are the Transnational Corporations the 
world over. The TNCs have responded to the economic growth and 
continued liberalization in much of the world in the 90 's and 20"" 
centuries by expanding their operations in a variety of popular 
arrangements viz., FDIs, mergers and acquisitions, joint ventures, 
100% subsidiaries, and financial services. 
The TNCs play a major role in linking many national 
economies, building an integrated international production system 
- the productive core of globalizing world economy.^ As a matter 
of fact, the Transnational Corporations deploy their tangible and 
intangible assets viz., capital, R&D capacity and technology, 
organizational and managerial practices and trade links with a view 
to increasing their competitiveness and profitability. At the same 
time, the deployment of these assets by firms strengthens the 
resource base of countries and their capacity to produce, to reach 
and expand markets for their products and to restructure their 
economies-in brief, to improve their overall economic 
performance."* 
The extent and spread of international production activity 
may be gauged from the number of enterprises that are involved in 
it and their location. Over 5 ,00 ,000 foreign affiliates are in 
operation world wide, established by about 6 0 , 0 0 0 parent 
companies (Appendix-1), spreading virtually every country in the 
world. To this, an unknown number of firms would have to be 
added that are linked to each other through non-equity 
relationships. While a number of these corporations fit the 
traditional notion of TNCs as big and dominant, many are small 
and medium sized er.terprises. 
The succeeding paragraphs present an insight into a 
comprehensive review of definition of TNCs and a historical 
almanac of TNCs for building the framework of the study. 
Transnat ional Corporat ions (TNCs): A Conceptual Review: -
The role of TNCs/MNCs all over the world since time 
immemorial has been a mixture of banquet and brickbats. However, 
a generalized concept, witnessed in all the manifestations of 
TNCs/MNCs, is the pivotal role played by these enterprises in 
globalizing world economy. Vernon^ referred to multinational 
enterprises whose total volume of sales was to be around 
$100billion. Dunning^, put transnational enterprises into four 
different groups; these are (1) Multinational Producing Enterprise 
(MPE). (2) Multinational Trading Enterprise (MTE) (3) Multinational 
Owned Enterprise (MOE) (4) Multinational Controlled Enterprise 
(MCE). Canadian government fixed basic criteria for defining a 
multinational enterprise. According to this, a minimum limit of 
operation has to be fixed. An enterprise operating at least in four 
or five countries will be considered as transnational/multinational 
enterprise. 
Hymer ' described the Transnational Corporation as the 
workshop transformed into factory to become National 
Corporation, then multi divisional corporation and now 
Multinational Corporation. 
The term TNCs/MNCs has several connotations, such as, 
"International Business", "Direct Investment" the "Multinational 
Enterprise", "International Corporate Group", "International 
Firm", "The Multinational Corporation", "Worldwide Enterprise", 
"The Multinational Family Group", and different others. The 
characteristics common to TNCs/MNCs are their head offices, 
which are based in the parent country with their production and 
manufacturing centres spreading into different countries.^ 
Those enterprises which cover all aspects of business 
activities, such as, control over assets, factories, offices, sales, 
management, marketing, promotional activities and running their 
business in two or more countries, and they are also responsible 
for mobilizing direct foreign investment from one country to other 
country are referred to as TNCs/MNCs.^ 
Legal Definition of TNCs/MNCs-. 
The Commission on Transnational Corporation has been 
wrestling with the question of identifying the corporation or 
organization to be called as Multinational Corporation. But it is 
still unable to arrive at a commonly acceptable definition. This, of 
course, has not deterred the attempts to seek the basis for purpose 
of such identification to be covered by a code of conduct or by 
national regulations or international agreements. Columbia and 
India have made move in this direction by attempting a legislative 
definition of multinational corporations. In Columbia, the 
expression. Multinational Enterprise is defined as a "sub-regional 
multinational corporation, comprising of a company established in 
one country with participation of at least two member countries 
each holding at least 15 percent of capital and a maximum 40 per 
cent participation: the majority sub-regional holding may be 
reflected in the technical, financial, administrative and commercial 
management of the enterprise. '° 
In India, a specific definition of TNCs/MNCs as such appear 
in Foreign Exchange Regulation Act, 1973 . For the purpose of this 
Act a corporation incorporated in a foreign country or territory 
shall be deemed to be a multinational corporation, if such 
corporation:^^ 
(a) is a subsidiary or a branch or has place of business in 
two or more countries or territories; 
(b) carries on business or otherwise operation in two or 
more countries or territories; 
Of the two definitions, the Indian definition is wider in its 
reach and goes farther than even the definition given by the Group 
of Eminent Persons, which said: 
Multinational Corporations or Enterprises which own or 
control production or service facilities outside the countries in 
which they are based. Such enterprises are not always incorporated 
or private. They can also be co-operative or state owned entities.^^ 
The United Nations Organization (UNO) has ascribed 
standard to the definition of TNCs/MNCs, which has now gained 
worldwide acceptability and currency. The UNO in its one of the 
important reports i.e. World Investment Reports (WIR) defines 
"TNCs/MNCs as the corporated or unincorporated enterprises 
comprising parent enterprises and their foreign affiliates. A parent 
enterprise is defined as an enterprise that controls asset of other 
entities in countries other than its home country, usually by owning 
a certain equity capital stake. Art equity capital stake of 10 per 
cent or more of the ordinary share of voting power for an 
incorporated enterprise is normally considered as a threshold for 
the control of the assets. A foreign affiliate is an incorporated or 
unincorporated enterprise in which an investor, who is resident in 
another economy, owns a stake that permits a lasting interest in 
the management of that enterprise (an equity stake of 10 percent 
for an incorporated enterprise or its equivalent of ran 
unincorporated enterprise)". ^^  
Transnat ional Corporat ions (TNCs) And Subsidiary: 
"The TNCs perform their business activities through 
establishing subsidiary in the host country. The subsidiary is, an 
incorporated enterprise in the host country in which another entity 
directly owns more than a half of the share holders voting power 
and has the right to appoint or remove an majority of the members 
of the administrative, management or supervisory body". '^* 
Transnat ional Corporat ions (TNCs) And A s s o c i a t e s : 
"The Associates are yet very important components of TNCs. 
They are the incorporated enterprises in the host country in which 
an investor owns a total of at least 10 percent, but not more than 
a half of the shareholders ' voting power". ^^  
Branch and Transnational Corporat ions (TNCs). 
TNCs into the arrangement of branches are the "wholly or 
jointly owned unincorporated enterprises in the host country which 
may be one of the following (i) a permanent establishment or office 
of the foreign investor; (ii) an unincorporated partnership or joint 
venture between the foreign direct investor and one or more third 
parties; (iii) land structures (except structures owned by 
government entities), and or immovable equipment and objects 
directly owned by a foreign residents; (iv) mobile equipment (such 
as ships, aircraft, gas or oil-drilling rigs) operating within a country 
other than that of the foreign investor for at least one year"J^' 
In the present study, the definition of TNCs evolved by the 
UNO has been adopted to deal with the concept of subsidiary, 
associates and branch and also other TNCs arrangements, such as, 
joint ventures, mergers and acquisitions and financial services. 
1.3 Historical Almanac of Transnat ional Corporat ions 
(TNCs): 
The origin and growth of TNCs can be traced back to the 
early fifteenth-sixteenth centuries when European business 
companies started moving out to various parts of the globe. For 
example, the British East India Company (1599-1858), an 
organization of London merchants, was created with a view to 
trading with the East India and was granted monopoly rights of this 
trade by a charter from the Queen in the year 1600. The Hudson's 
Bay Co. , and the Royal African Co. , was also created in the same 
way by British merchants with the objective of trading with 
American and Africa respectively. These were the predecessors of 
the modern Multinational Corporation (MNCs). 
The activities of these international merchants, planters and 
miners laid the groundwork for the industrial Revolution by 
concentrating capital in the metropolitan centre, but the driving 
force came from the small-scale capitalist enterprise in 
manufacturing, operating at first in the interests of the feudalist 
economic structure, but gradually emerging into open and finally 
gaining predominance. It is in the small workshops, organized by 
the newly emerging capitalist class that the forerunners of the 
modern corporation are to be found.^' 
The TNCs/MNCs are a product of industrial revolution, which 
solely was responsible for the birth and development of 
technology. The fifteenth century witnessed the transformation of 
guild-based industry into machine-based commodity production-
oriented manufacturing industry. The feudal system of industry 
based on monopoly of guilds was no longer adequate for the 
growing needs of the market. As Karl Marx put it, "The feudal 
system of industry, in which industrial production was monopolized 
by closed guilds, now no longer sufficed for the growing wants of 
new markets, the manufacturing system took its place."^^ With the 
10 
advent of the Industrial Revolution, the machine superseded the 
workman. Revolutionized by the use of such power resources as 
steam electricity and then, in the latter half of the twentieth 
century, atomic energy, the place of the manufacturer of ore was 
gradually taken by giant industry. 
Modern industry spans the entire world market. This market 
has given an immense fillip to commerce, which in turn has 
bolstered further extension of industry.^^ 
From the earliest appearance of capitalism, the industrialized 
countries had constantly been looking for markets to absorb their 
surplus - phenomenon in keeping with Marxist writings."^" The 
motive of more profit induced firms to shift operations to foreign 
markets where labour as well as raw material was cheap. 
Not surprisingly, there was constant growth all along in the 
size and method of working of the MNCs. As Hymer puts it, the 
workshop turned into factory to become National Corporation, 
then multi-divisional corporation, and now multinational 
corporation.^^ 
As a money economy replaced the prevailing barter economy, 
banks and money leading institutions developed and flourished, 
leading to active transnational operations. Transnational, in the 
form of trading company started in 17"" and 18"" centuries. The 
Hudson Bay Co., the East India Co., the French Levant Co. , are 
examples. Export and import houses, commercial and financial 
institutions prospered.^^ 
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Originally all these transnational entities limited 
themselves to trading (like that of East India Co.) but gradually they 
started to govern the lines of their producers. Since they brought 
with them their own armies and religious missionaries, they also 
came to exercise control over the territories.^^ 
During the 19"' century, foreign investment flowed 
extensively from Western Europe to the underdeveloped areas of 
Asia, Africa and the Americas including the USA. Britain was a 
great capital exporter, followed by France, the Netherlands and 
Germany; however, most of the capital flow was in the form of 
direct investment inside the imperial boundaries. Consequently 
British firms made extensive investments in India, Canada, 
Australia and South Africa; French Co. in Indochina, Algeria and 
other overseas colonies, and Dutch capital flowed to the East 
Indies, and in lesser degrees to the West Indies. The colonial 
powers had captive markets and raw material resources in their 
colonies.^'' 
During the earlier years of 20"' century, substantial 
multinational corporate investment went into mining and petroleum 
industries; large oil Co. such as British Petroleum and Standard Oil 
were the first multinational in this area; and other mineral 
corporations, such as Anaconda Copper and International Nickel, 
moved in quickly. Multinational corporate investment got a boost 
following World War I, when protectionist policies of nation States 
spurred firms to jump the trade barriers raised by the nation States 
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by replacing exports with foreign production. Gradually 
manufacturing and merchandising multinationals, such as, 
Unilever/Lever Brothers, Nestle, Coca Cola, International 
Harvester, Singer, Phillips, Woolworth, Imperial Chemical 
Industries, Ford Motors, Texas Instruments, etc.and various 
German drugs and chemical firms, began operating on a world wide 
scale, American corporate multinational enterprises investment 
moved extensively to Canada, Europe and South America and to 
the Middle East for o i l . " 
The industrial revolution which was the outcome of scientific 
innovations and discoveries brought drastic change in the mode of 
production i.e. factory system of production which was 
characterized as system of mass scale of production with time 
efficiency. Mass scale production hence required a vast market. 
Production for domestic market was large enough, so these firms 
started looking beyond their domestic market for the search of new 
market and then they started transnational business. Later on, 
these t r ansna t iona l trading activities transformed into 
multinational corporations. 
With the changing business environment, the modus operandi 
of TNCs/MNCs have also undergone drastic transformation. They 
have now innovative horizon of business activities, technique, 
technology, production method, managerial competence, 
marketing, financing, promotion, personnel, accounting and social 
responsibilities. Technologically advanced countries spread their 
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business activities across the world. Their area of business 
activities cross national and political boundaries of nation states, 
large scale operations of the modern Transnational Corporation, 
besides trading activities, participate in international production 
and marketing with the help of their trade-marks and patents. 
These structural changes brought by TNCs in the history of 
international economics is now shaping the destiny of a new 
economic world over.^^ 
The TNCs surfaced, sprouted and grew on the global business 
horizon possibly in four phases - the first phase of their 
recognition to the global business is ascribed to the First World 
War. During this first phase, TNCs from Europe, such as Dunlop, 
Siemens, Philips and Imperial Tobacco etc. were the prominent 
names. The world recession of 30 ' s made these TNCs disappear. 
Majority of them become sluggish business - wise however, with 
the revival in post- recessionary period, they again surfaced during 
the Second World War - IBM, Ford Motors and General Motors of 
America were the prominent TNCs to be recognized the world 
over. 
The decades of 70 's and 80 ' s are the third phase during 
which the TNCs the world over grew phenomenally - mainly TNCs 
from Europe, Japan and Germany participated actively. The last 
phase i.e. fourth phase is referred to as globalization phase. 
During this phase the economies of the world made a path-
breaking economic history adopting this concept of globalization 
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with an aim to integrate the world economies forever greater 
amount of international production and thereby reap the benefits 
of economies of scale. In this process, the role of TNCs became of 
paramount significance. Under the globalization banner, the TNCs 
focus for business is the developing economy such as South Korea, 
Indonesia, Singapore, Hong Kong, India, Malaysia etc. 
1.4 Transnat ional Corporat ions (TNCs) And Global Fund 
Flows: A Focus on Deve lop ing Economies: 
Capital flows across the national boundaries offer tremendous 
economic opportunities to all the involved parties. Foreign 
investors evince interest in diversifying their risks outside their 
home market to gain access to profitable opportunities throughout 
the world. "Economies are receiving inflows of capital benefit in 
many ways. Initially inflows raised the level of investment. When 
FDI is involved, management expertise, training programme and 
important linkage to suppliers and international markets often 
accompany the capital. However, the international capital flows, 
specially flows of volatile short-term investments expose 
developing countries to certain dangers, such as, sharp changes in 
investors sentiments and waves of speculations; but such capital 
comes with a challenge: to devise policies and institutions that tip 
the balance so that capital mobility benefits developing economies 
rather than injuring them."^ ' 
Table-1 provides succinct account with regard to selected 
indicators of FDI for the period 1986-1998 . It is discernible from 
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the table that total outward FDI per annum from home countries to 
foreign affiliates in host countries and the inward FDI 
corresponding to it have grown rapidly during the period under 
review. In 1998 , world FDI outflows reached a peak level of US 
$649 billion and inflows US $644 billion. These levels were made 
possible against the backdrop of numerous unfavorable conditions 
in the world economy, such as, recession in Asia, the Russian 
Federation and Latin America, reduced bank lending, declining 
world t rade, decrease in commodity prices especially oil prices, 
reduced privatization activity and excess capacity (e.g. in 
automobiles) contributed to slow down in the world economic 
growth. 
Table-1 
Selected Indicators of FDI (1986-1998) 
Particulars 
FDI Inflows 
FDI outflows 
FDI inward stock 
FDI outward stock 
Value at Current Prices 
Billion Dollars (US) 
1996 
359 
380 
3086 
3145 
1997 
464 
475 
3473 
3423 
1998 
644 
649 
4088 
4117 
1986-90 
24.3 
27.3 
17.9 
21.3 
(Billion of US Dollars and Percentage 
Annual Growth Rate 
% 
1991-95 
19.6 
15.9 
9.6 
10.5 
1996 
9.1 
5.9 
10.6 
10.7 
1997 
29.4 
25.1 
11.4 
8.9 
1998 
38.7 
36.6 
19 
20.3 
Source: "FDI And the Challenge of Development", WIR, 1999. New York-Ceneua, p. 9. 
Table-2 presents statistical data with regard to net capital 
flows across national boarders during the period 1990-91 and 
1998-99 . The concept of net capital implies foreign direct 
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investment, foreign portfolio investment, bank loans and official 
development flows. It is discernible from the table that during the 
span of nine years, the private capital flows to the developing 
countries have increased drastically. Among the four prominent 
channels of net capital flows to the developing economies for the 
period under reference, the FDI, portfolio investment and private 
debt flows have shown spectacular increase as compared to the 
official flows which has recorded negative growth trend. The 
increase in FDI is particularly striking followed by private debt 
flows and portfolio equity flows. 
Table - 2 
Private Capital Flows to Developing Countries 
(Billion of US Dollars) 
Flows 
Official flows 
Private Debt flows 
Portfolio Equity flows 
Foreign Direct Investment 
(1990-91) 
58 
15 
04 
24 
(1998-99*) 
47 
56 
12 
155 
Average Annual 
Growth Trends (%) 
-2.4 
30.4 
22.2 
60.7 
Note: Private debt flows include bank loans and bonds. 
*The data for the year 1999 pertain to end July 1999. 
Source : World Bank, Global Development Finance, 1999, In Entering the 
21" Century, World Development Report (WDR), Oxford 
University Press, Neu; York., p. 7. 
The liberalization regime leading to globalization worldwide 
has made Foreign Direct Investment (FDI) an attractive channel of 
mobilizing capital both in developed and developing economies. 
FDI is the main arrangement of TNCs who brings with it not only 
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capital but also technology, market accessibility and organizational 
skill. 
An analysis for the period from 1992 to 97 shows (Table-3) 
that foreign direct investment was less volatile as measured by the 
coefficient of variation than commercial bank loans and portfolio 
flows.'« 
Tablc-3 
Volatility of Foreign Investment (1992 - 1997) 
(Billion of US Dollars) 
Foreign direct investment 
Foreign portfolio investment 
Equity 
Bonds 
Commercial bank loans 
Average Flows 
102 
65 
32 
30 
23 
Coefficient of Variation 
0.35 
0.45 
0.38 
0.52 
0.72 
S o u r c e : "FBI And the Challenge of Development", WIR, 1999. New York-
Geneva, p. 37. 
Tables-4 and 5 provide statistical data pertaining to foreign 
direct investment inflows and outflows for the global economy 
including the developed and developing countries during the period 
1986 -1998 . It has been seen that international production has 
been growing rapidly and has come to assume an important role in 
the globalization process, its significance quantitative as well as 
qualitative, is not the same for all countries or in all economic 
activities. There arc striking disparities in the extent to which 
different regions; countries and industries are involved in the 
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process. It is discernible from Table-4 that FDI inflows in 
developing economies have recorded splendid growth trend i.e. 
246 per cent as compared to developed economies for the period 
under reference. Among the developing economies, Developing 
Europe, Central Asia, Central and Eastern Europe, Asia, South 
America and Latin America are the striking performers so far as 
the FDI inflows is concerned for the referred period. 
The FDI outflows by home, region and economy as depicted 
in Table-5 for the period under reference follow suit trends as that 
of FDI inflows. This all suggests that, as a group, developing 
countries play a more important role in FDI flows. Developing 
countries participation in international production was, until not 
long ago, mainly to host foreign affiliates of TNCs which have 
been increasingly welcomed as a means of establishing and 
strengthening an industrial base for economic development. Many 
developing countries are heterogeneous with respect to level of 
development, size of domestic markets, efficiency, diversification 
of production and other factors. 
Table-6 presents statistical data with respect to cross boarder 
Merger and Acquisition (M&A) by TNCs in different sectors of the 
economy worldwide during the period 1989-98 . Of late, Ms&As 
involving firms located in different countries have increased 
significantly reflecting a general increase in global Ms&As activity. 
The absolute value of all Ms&As sales amounted to US $544 billion 
in 1998 , representing an increase of about 60 per cent over 1997 
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($342 billion). ^^  From table-6, it is apparent that the largest 
number of Ms&As have taken place in the tertiary sector over a 
decade i.e. from 1989-98 representing a growth of 55 per cent 
followed by secondary sector, 38 per cent. The primary sector has 
shown a meager growth of 8 per cent during the period under 
reference (Appendix-2). 
Table - 4 
FDI Inflows, By Host Region And Economy (1986-1998) 
(Million of US Dollars) 
Host 
Region/Economy 
World 
Developed 
Countries 
Western Europe 
European Union 
Other Western 
Europe 
North America 
Other developed 
countries 
Developing 
Countries 
Africa 
North Africa 
Other Africa 
Latin America and 
the Caribbean 
South America 
Other Latin America 
& The Caribbean 
Developing Europe 
Asia 
West Asia 
Central Asia 
South, East and 
South East Asia 
The Pacific 
Central and Eastern 
Europe 
1986-91 (Annual 
Average) 
159331 
129583 
66470 
63186 
3284 
54674 
8439 
29090 
2869 
1196 
1673 
9460 
4252 
5208 
88 
16468 
1329 
4 
15135 
205 
658 
1992-98 (Annual 
Average) 
284271 
173443 
97620 
92279 
5341 
62829 
12993 
100581 
4531 
1652 
2879 
32561 
19601 
12960 
530 
62645 
1373 
1289 
59984 
315 
10247 
Annual Average 
Growth Trends (%) 
78.42 
33.85 
46.86 
46.04 
62.64 
14.92 
53.96 
245.76 
57.93 
38.13 
72.09 
244.20 
360.98 
148.85 
502.27 
280.40 
3.3.1 
32125 
296.33 
53.66 
1457.29 
Source: Compiled from World Investment Report (WIR)-99; New York. 
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Tablc-5 
FDI Outflows, By Home Region And Economy (1986-1998) 
(Million of US Dollars) 
Home 
Region/Economy 
World 
Developed 
Countries 
Western Europe 
European Union 
Other Western 
Europe 
North America 
Other developed 
countries 
Developing 
Countries 
Africa 
North Africa 
Other Africa 
Latin America and 
the Caribbean 
South America 
Other Latin America 
& The Caribbean 
Developing Europe 
Asia 
West Asia 
Central Asia 
South, East and 
South East Asia 
The Pacific 
Central and Eastern 
Europe 
1986-91 (Annual 
Average) 
180510 
169155 
100367 
93652 
6715 
31278 
37509 
11331 
1032 
94 
938 
1305 
739 
566 
9 
8975 
660 
-
8315 
11 
25 
1992-98 (Annual 
Average) 
305962 
262742 
149103 
136188 
12916 
86621 
27018 
42349 
670 
53 
617 
2852 
2513 
1339 
72 
37746 
568 
1 
37132 
11 
871 
Annual Average 
Growth Trends (%) 
69.50 
55.33 
48.56 
45.42 
92.35 
176.94 
-27.97 
273.74 
-35.07 
-43.61 
-34.22 
118.54 
240.05 
136.57 
700 
320.57 
-13.94 
-
346.57 
-
3384 
Source: Compiled from World Investment Report (WIR) 99; New York. 
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Tabic - 6 
Sectoral Distribution of Cross-Border Mergers and Acquisitions" 
(1989-1998) 
Sectors 
Primary 
Secondary 
Tertiary 
1989 
4 
60 
36 
1990 
5 
50 
45 
1991 
3 
61 
36 
1992 
1 
59 
40 
1993 
1.5 
56 
42.5 
1994 
3 
62 
35 
1995 
1.5 
50.5 
48 
(Percenta 
1996 
4 
38 
58 
ge of Tc 
1997 
6 
38 
56 
tal Value) 
1998 
7.5 
37.5 
55 
Note: * includes onlv Ms&As in which the foreign investor acquires 
more than half of the voting securities. 
S o u r c e : "FDI And the Challenge of Development", WIR, 1999. New 
York-Geneva, p. 23 (Appendix-3). 
Cross-border Ms&As in 1998 were categorized by greater 
geographical concentration and a large number of exceptionally 
huge transactions than in the previous years. The USA and UK 
have continued to be the countries with largest sales and purchases 
(Appendix - 2). 
Table-7 provides an insight into the industry composition of 
top 100 TNCs during the period 1991-92 and 1997-98 . It is 
observed from the table that telecommunication industry has the 
highest average growth rate i.e. 21 .4 per cent followed by 
diversified industries, 14.3 per cent, food and beverages, 5 per 
cent, and electronics and electrical equipment, 3 per cent during 
the period under reference. 
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Table - 7 
Industry Composition of Top 100 TNCs, 1991-92 and 1997-98 
(Number of Entries) 
Industry 
Electronics/electrical equipment 
Chemical and pharmaceuticals 
Automative 
Petroleum refining/distribution and 
mining 
Food and beverages 
Diversified 
Telecommunication 
Trading 
Machinery and engineering 
Metals 
Construction 
Media 
Others 
1991-92 
14 
18 
13 
13 
9 
2 
2 
7 
3 
6 
4 
2 
7 
1997-98 
17 
16 
14 
14 
12 
4 
5 
4 
2 
3 
3 
2 
4 
Annual Average Growth 
Trend (%) 
3.1 
-1.6 
1.1 
1.1 
4.8 
14.3 
21.4 
-6.1 
-4.8 
-7.1 
-3.6 
-
-6.1 
Source: Compiled and computed by Research Scholar from WIRs - 1998, 1999. 
A survey carried out by 300 managers of TNCs and global 
experts around the world suggest^" that the trend towards 
transnationalisation of firms would continue in the medium 
independently of the size, sector and location of TNCs. More 
specifically, between 1996 and 2002 the contribution of foreign 
activities is expected to rise from an average of 47 per cent to 56 
per cent in sales, from 35 per cent to 45 per cent in production, 
from 34 per cent to 42 per cent in employment, from 36 per cent 
to 42 per cent in gross investment and from 32 per cent to 41 per 
cent in assets (Table-8). As a result, a rising number of companies 
are expected to establish genuine transnational production and 
sales net works compared with a minority in the early 1990 ' s . Only 
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33 per cent of respondents to survey considered their companies, 
"Completely global" or "highly coordinated internationally" in 
1990 . This proportion had risen to 56 per cent in 1996 and 
expected to reach 78 per cent by 2002 ; while the proportion of 
those considered "little coordinated internationally" had fallen from 
67 per cent to 22 per cent between 1990 and 1996 to 11 per cent 
by 2 0 0 2 . 
Tabic - 8 
Transnationalization Indicators 
(Percentage of Responses Received) 
Production 
Sales 
Investments 
Employees 
Assets 
1990 
27 
38 
26 
25 
23 
1996 
36 
46 
35 
33 
31 
2002 
45 
55 
43 
42 
41 
Transnational Integration 
(Percentage of Responses Received) 
Limited intemationalization 
Prime focus exports from home country 
Limited coordination of foreign subsidiaries 
Extensive coordination of foreign subsidiaries 
Fully global approach 
1990 
30 
20 
20 
21 
9 
1996 
U 
37 
20 
37 
19 
2002 
(Onwards) 
2 
8 
11 
37 
42 
Source: Invest in France Mission, Arthur Andersen and United Nations, 1998 in World 
Investment Report-1999, p. 47. 
Table-9 presents data as regards pattern of investment by 
TNCs belonging to Europe, North America and Japan during 1996-
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2000 onwards. The table indicates that all three countries under 
reference are making larger foreign investment in countries under 
review as compared to home investment. The Europe's main 
destination of investment is North America, besides of course, 
Europe. Asia also seems to have surfaced, as investment centre for 
Europe followed by Latin American and Caribbean. Japan appears 
to have evinced keen interest in making investment in Asia 
followed by North America and other countries under reference. 
The pattern of investment of these three developed countries 
speaks volumes with regard to emerging significance of Asian 
countries specially China and India in view of large sized consumer 
markets, enabling environment adhering to globalization norms, 
and availability of skilled labour force. 
Table - 9 
Patterns of TNCs Investments (1996-2000) 
S.No. 
1. 
2. 
2.1 
2.2 
2.3 
2.4 
2.5 
2.6 
Regions 
Home Investment 
Foreign Investment 
Europe 
North America 
Asia 
Latin America & the Caribbean 
Africa 
Others 
(Percentage 
Pattern of Investment 
Europe 
37 
63 
18 
24 
10 
6 
2 
3 
North America 
45 
55 
22 
~ 
16 
12 
~ 
5 
Japan 
37 
63 
3 
14 
38 
6 
~ 
2 
Source: World Investment Report, UNCTAD, Geneva, 1996, p. 38. 
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From the foregoing discussion, it may be concluded that by 
and large, there exists the trends towards increased flow of FDl by 
TNCs worldwide and the creation of a more hospitable and 
enabling environment for operation of TNCs continues. The TNCs 
show a high degree of transnationality as measured in terms of 
share of foreign assets, foreign sales and foreign employment. 
Worldwide cross border Ms&As mostly in banking, insurance, 
chemicals, pharmaceuticals and telecommunication were aimed at 
global restructuring or strategic positioning of firms in these 
industries. TNCs appear to have been achieving their goals of 
strategic positioning or restructuring not only through Ms&As but 
also through inter-firm agreements. All these strategies have been 
made possible through liberalization including, of course, the WTO, 
a discussion about which is made in the succeeding paragraphs. 
1.5 Transnat ional Corporat ions (TNCs) And WTO: A Focus 
on India: 
With the dawn of 1st Jan. 1995 , the World Trade 
Organization (WTO) came into effect. This organization is destined 
to replace the General Agreement on Tariffs and Trade (GATT) 
thus becoming the third economic powerhouse along with the 
World Bank and IMF to take the world trade on road towards 
higher growth. 85 out of the 125 signatories of the final act have 
backed the WTO formation with 77 members already having 
completed the legislative or official ratification of the final act and 
joined the WTO. On 30th December 1993 Indian Ambassador in 
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Geneva deposited the instrument of ratification of the final act and 
confirmed India's formal joining with the WTO.^^ 
WTO and Foreign investments: 
Foreign investments have no longer remained an economic 
issue between the investing foreign business organization and the 
host country, but are today being used as a tool to gain political 
mileage out of it. Economic superpowers are increasingly using FDI 
to leverage their influence over the hosts to the investments by 
their TNCs/MNCs, even more so when the host is a weak economy 
going errant in the view of the superpowers. Global platforms for 
planning the future of the global business activities like the WTO 
or the Uruguay Round of discussions earlier, which in spirit should 
have given due consideration to the weak and the small economies 
with a sensitivity that would have lead to increased trade and 
commerce in the world on an equitable and just basis. The FDI 
related issues have moved up on the agenda of WTO, this is a 
manifestation of the homogenestics tendency of economic powers 
and trade blocks in the world.^^ 
"Cross-border investments; their prospects, propagation and 
protection have become important issues for the investors and the 
hosts alike. The ramifications of these issues have transcended the 
boundaries of economic considerations and spilled over into 
political and sentimental spheres of international relations. While 
the transnational corporations, which are the primary vehicles of 
overseas investments, have been adulated in the investor countries 
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and have been projected there as being victims of extreme 
nationalism and protectionism in the world, primarily in the 
developing and the under-developed world. On the flip side, the 
TNCs have been criticized in the developing countries for allegedly 
exploiting their resources without bringing in adequate returns, 
both in money and real terms". ^^  
"The debate has of late assumed greater significance for the 
third world countries. The various investor countries, either alone 
or as a group, have been trying with some success to bring issues 
related to TNCs on the agenda of global bodies for trade or 
economic development like the WTO and the OECD. While the 
USA is lobbying hard to focus TNCs issues at OECD, the EU takes 
the lead in the similar effort at the WTO."^" 
"The Multilateral Agreement on Investments (MAI) in parts, if 
not as whole, has been under consideration since preliminary talks 
for various agreements like TRIPS, TRIMS and GATS, now 
incorporated under WTO, since January, 1995 started. OECD too 
had decided in mid - 1995 , to begin talks on the MAI."^^ 
Transnational Corporations (TNCs) Related Issues at the 
WTO: 
"The multinational investment related matters are covered by 
WTO under the General Agreement on Trade in Services (GATS) 
and the Trade Related Investment Measures (TRIMS). Growth in the 
multinational investments in the service sector has necessitated the 
inclusion of related matter under the WTO. The constitution, 
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acquisition or maintenance of juridical person or a branch or a 
representative office is, by the definition, covered under the WTO 
treaty. This agreement also involves measures like domestic 
content requirements, requirements for balancing of export-import 
and foreign exchange and restriction on overseas sale of goods and 
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services. 
All these areas covered under WTO are in addition to the 
basic provision for notifications, transparency, national treatment 
and market access, trade dispute settlement procedure covering 
securities like financial services, telecommunication and 
transportat ion. 
The investments in the service sector involve transfer of 
patented or copyright holding international technology. The use of 
such technology by the foreign affiliates without the intellectual 
property rights protection mechanism is detrimental to the growth 
and development of such trade. Therefore, to provide an 
enveloping regulation system over the individual licensing 
agreements, these issues are covered by TRIPS under the WTO. 
While GATS may involve the explanations for general 
provisions and modulation in national policies. TRIMS are a 
restatement of suggestive list of obligation under the earlier GATT 
agreements. 
"WTO provisions under the Dispute Settlement 
Understanding (DSU) have cross-relation provisions with in and 
outside the provisions of policy areas. Though the WTO 
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agreements have ensured that a number of TNCs related issues are 
settled under its umbrella. The DSU suffers from two main 
drawbacks, which need to be taken a note of; firstly, the 
retaliations in TNCs issues can be possible only in restrictive 
circumstances and secondly, only inter-governmental disputes can 
be hauled over the goals at the WTO trade-dispute settlement 
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process. 
Some of the TNCs related issues that are to be dealt with, at 
the WTO, are those related to basic telecom services, dispute 
settlement rules, emergency safeguards, government procurement, 
air and maritime transportat ion, progressive liberalization of 
services, subsidies, TRIPS reviews and working party on trade in 
services and the environment. 
Relevance of MAJ on India and Other Developing Countries: 
OECD and the WTO are two international fora for discussions 
related to trade and commerce where very significant developments 
regarding the shape of future trans-border trade have been taking 
place. The implications of the discussions going on and their 
prospective outcome will transcend the boundaries of their member 
countries and will have global fall outs.^® 
While India is already a signatory of WTO, some other 
countries who are not a member of the organization at present 
need to make a decision regarding joining it in the not so distant 
future. 
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If the results of the discussions at these global fora are 
equitably binding and just in spirit then India and its like should 
take an active part in giving a shape to the things to come. These 
discussions will otherwise, also end up in smoke as other highly 
publicized little-in-value discussions have in times before. 
To multi-party agreements like North America Free Trade 
Agreement (NAFTA) can provide an example to the future 
agreement at OECD and WTO. 
The willingness or unwillingness of the emerging market 
countries to sign an eventual agreement will thus be directly related 
to the direction, intention and effectiveness of the discussions as 
much as on the final agreement. 
Eight rounds of grueling negotiations on a wide range of 
trade issues involving a multitude of countries from the various 
geographical and economical strata under the aegis of General 
Agreement on Tariffs and Trade (GATT) culminated on December 
15, 1 9 9 3 , in Geneva, Switzerland. This agreement got final 
approval of member nations in Marrakech, Morocco, on April 15, 
1994.39 
"With the formation of WTO, a new world order was ushered 
in. From here on, the WTO becomes a comprehensive platform for 
the discussion and settlement of all trade related matters, tariff and 
non-tariff both included. Since almost all the countries have 
become member of WTO or are likely to become one in near 
future, the importance of WTO gauged from the span and 
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significance of the issues taken up, some of the important, 
considerations are those relating to trade relationships between 
developed and developing countries, reduction in duties on 
industrial goods and services.'"^" 
Tablc-10 
Number of GATT/WTO Member Countries 
Year 
1980 
1990 
1999 
Non-OECD Members 
61 
76 
110 
OECD Members 
24 
24 
24 
Note: Number of OECD Members is for 1999. 
Source: WTO, Annual Reports, Various Years. 
Effect of GATT Provisions on Global Exports: 
The WTO number of countries of Africa, ASEAN and the 
ACP countries will be facing a negative growth in exports as a per 
cent change to 2000AD, computed on the base year 1992. The 
Latin American block of countries are expected to get a marginal 
growth in exports but will stay below a unit per cent. South Asian 
countries, including India, are slated to go an the path of increased 
exports, especially after 2000AD and reach a level of 4 .59 per 
cent change in exports to 2005AD.''^ 
A clear trend emerging out of the WTO data is that in all 
cases, except for that of ACP countries, there is a spurt in the 
projected export per cent change after 2000AD, even for those 
who expect negative growth rate, the fall will become gradual and 
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marginal. This is attributed to the effect of GATT provisions, which 
will bear fruits around the year 2000AD, and beyond. 
TabIe-11 
Uruguay Round And The Third World Exports 
(Percentage Change to 2005) 
(Base: 1992 Exports) 
Countries/Block 
Africa 
Latin America 
Asia 
South Asian Countries 
ASEAN 
NlCs 
Others 
ACP Countries 
All Third World 
1995 
-0.63 
0.07 
0.03 
0.01 
0.13 
0.08 
0.01 
-0.63 
-0.02 
1998 
-0.94 
0.12 
0.02 
0.02 
0.17 
0.08 
-0.01 
-0.94 
-0.02 
2001 
-1.03 
0.27 
0.52 
1.18 
-0.13 
0.48 
1.52 
-1.26 
1.40 
2005 
-0.72 
0.62 
2.05 
4.59 
-1.08 
1.88 
6.10 
-1.70 
1.40 
Source: Compiled by the Research Scholar, Based on WTO data 
A need was felt to plug the loopholes through the policy for 
members to prevent protection before WTO came into being. The 
policy is expected to distinguish between the acceptable and 
unacceptable governmental measures, which may discourage the 
enforcement of GATT provisions in spirit. While there is a strong 
opposition to the proposal from developing countries, the 
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developed countries like Japan are also reserved in their 
wholehearted support to the theme.*^ 
World Trade Organization (WTO) And Ministerial 
Conferences: 
The first Ministerial Conference of WTO held in Singapore 
(1996), among many important issues, deliberated upon opening a 
novel way of providing impetus for strengthening and boosting 
efforts of liberalizing the world trade through reduction in tariffs 
and anti-dumping safeguards, reduction in quantitative barriers and 
issues pertaining to Trade Related Instrument Measures (TRIPs). 
This meeting also emphasized the proper implementation of 
Uruguay Round World Trade Agreements. The other significant 
issues, which arrested the attentions of the participants, were 
multi-lateral accords on policy of competition, investment, standard 
of labour, etc. 
Multi-lateral Agreement on Investment: 
The EU, which comprises 15 nations group strongly, favored 
the idea of setting global rules for foreign investment while "the 
views among the Organization for Economic Co-operation and 
Development (OECD) group, developed countries and developing 
countries were on the contrary. EU wanted, that these rules should 
be implemented under WTO supervision, while USA desired that 
the process be completed by may 1997 , among the OECD 
members". '^^ 
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Developing Countries Attitudes-. 
Developing countries were against MAI. In there views this 
matter relating to foreign investment taken at the UNCTAD. There 
was a general feeling among developing countries that each 
country should be free regarding the role of FDI according to his 
own developmental policies. However, a proper care and constant 
vigilance be kept on the transnational investment.'*'* 
India's Stand: 
"Grouping with Malaysia, Indonesia, Egypt, Tanzania, 
Tunisia, Uganda, etc. India strongly opposed implementation of 
MAI in WTO agenda owing to three underlying implications: right 
to establish enterprises, national treatment in pre and post 
establishment phase and invoking WTO's dispute settlement 
procedures to ensure effective enforcement of transnational rights 
against decisions of national governments". '^^ 
"The agreement would lead to signatories in a commitment, 
to grant free access to foreign companies with 100 equity in all 
sectors leaving aside security. India felt that WTO is a rule making 
and negotiating agency whereas UNCTAD is a research oriented 
body". "' 
Trade Related Investment Measures (TRIMs) 
"WTO got a framework for trade related investment measures 
in the Uruguay Round Agreement to deal with FDI specially the 
right of foreign investors in the host country. This calls upon the 
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country to prevent imposing restriction on free functioning of 
foreign investors."*^ In ministerial conference it has been decided 
that two working groups would be formed under TRIMs agreement, 
one to study the relationship between trade and investment and the 
other to examine the interaction between trade and competition 
policy without prejudicing the scope of future negotiations. 
Seattle Round of WTO Talks. 
There is a grain of contention for the government against 
allowing the inclusion of multilateral agreement on investment in 
the agenda of the Seattle Round of WTO talks. MAI does not 
provide for sufficient condition for enhanced inflows of foreign 
direct investment. India's investment laws were scrupulously fair 
and there was no need for such an agreement. It is a myth that 
MAI will suddenly open the doors for FDI and FII inflows. 
Investments are driven by markets and profits not by an MAI with 
hundreds of country level caveats. Basically, MAI seeks a 'level 
playing field' for foreign investors, liberalization of the foreign 
investment regime, and fair and equitable treatment of such 
investment, legal security for investment and effective dispute 
settlement procedures. The determinants of investments included 
investment climate of the host country, the rate of return and a 
host of other considerations, which help channeling investment to 
various destinations. In addition there are bilateral investment 
protection agreements between countries, which seems to be more 
flexible to address genuine problems of the investors. 
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India should seek tradeoffs like crossborder movement of its 
skilled personnel, review of the TRIPs agreement to include market 
access issues along with reduction in nontariff barriers. In 
assessing the balance of payments situation of a member, the self-
assessment of the concerned member should be given adequate and 
due weightage. Under the present system, the World Trade 
Organization goes largely by the assessment of the IMF. In fact, 
deeper understanding was required to focus on the extent of short-
term capital in the concerned country's foreign exchange reserves, 
vulnerability of the exchange rate, deficit / import ratio and 
current account deficit. The developed countries should be 
permitted to apply price-based measures if the trade deficit 
exceeded 10 per cent of the import bill. Selective and judicious 
channeling of investment flow was necessary in a developing 
country in view of its national priority and stage of development of 
the economy. The implementation of the TRIMs agreement was 
coming in the way of industrialization and BoP stability of the 
developing countries. 
The existing TRIMs agreement with effect form January 1, 
2000 should not result in its further extension. As the agreement 
allows certain investment measures that are consistent with Articles 
III and XI (national treatment and general elimination of 
quantitative restrictions, respectively), the national investment 
policy should be framed accordingly. Examples of such consistent 
policies included imposition of minimum investment requirements 
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and economies of scale, joint venture arrangements and transfer of 
technology and quality requirements with condition for regular 
upgradation. For certain emerging sectors like automobiles, 
consumer durables, electronics, computer peripherals, office 
equipment, etc. , India should ask for extension of the transition 
period till 2 0 0 5 . 
Further, developing countries with manufactured exports 
constituting less than 10 per cent of the value of manufacturing 
output should be allowed to impose such measures as are intended 
to promote export of manufactured items. An indigenization clause 
is incorporated where FDI involves hi-tech industries so that the 
industrialization drive is not hampered. 
1.6 Conclus ion: 
To sum up, the origin of Transnational Corporations (TNCs) 
in an organized form dates back to early fifteenth century. Over 
the years they have been flourishing in a variety of forms and 
arrangements. TNCs are the firms that engage in international 
production occupying the core of the process of globalization. 
There are about 5 0 0 , 0 0 0 foreign affiliates established by some 
60 ,000 parent companies. These TNCs mainly come from 
developed countries. There are also firms from developing 
countries and more recently firms from economies in transition, as 
well as small and medium sized firms. The world's 100 largest 
TNCs together holds $ 1.8 trillion in foreign assets sales with $ 
2.1 trillion abroad, and employment to serve six million persons in 
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their foreign affiliates. Judging from the growth in FDl inflows and 
outflows as well as in other variables related to activities of foreign 
affiliates, however, more and more firms engage increasingly in 
international production. In 1998 , despite adverse economic 
conditions, such as, the financial crisis and ensuing recession in 
several Asian countries, the financial and economic crisis in the 
Russian Federation and their repercussions in some Latin American 
countries, declining world growth, trade and commodity prices, 
reduced bank lending, portfolio investment and privatization 
activity, FDl inflows increased by 39 percent globally. Ms&As have 
further fuelled the increase in FDl, with a rise of more than US$ 
202 billion in the value in 1998 as compared to the previous year. 
The FDl outflows by home, region, and economy also follows 
suit the trends as that of FDl inflows for the period under 
reference. The developing countries as a group have played key 
role in FDl flows. As a matter of fact, many developing countries 
are heterogeneous with regard to level of development, size of 
domestic markets, efficiency diversification of production and host 
of other factors. The recent survey of the TNCs of three developed 
countries viz. North America, Europe and Japan show that these 
countries have been showing sharp inclination towards investing 
more in the Asian and Latin American and Caribbean economies 
than in their own economies. This shift in their attitude seems to 
have taken place on account of large sized consumer markets in 
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China and India, enabling environment and availability of skilled 
force. 
The developing world countries need to be more united and 
act more cohesively than ever before if they wish to exploit the 
provisions and deregulation's of WTO for their maximum benefit. 
The support of liberal developed countries will add weightage to 
their cause and requirements. 
Thus, with the wagon already on rails a prudent steering is all 
that is required to attain the goals of prosperity, peace and 
development of the people of the world. 
The first ministerial conference of WTO held in Singapore 
from December 9-13, 1996 has proved the concern of all, 
developed and developing countries to facilitate and promote 
socio-economic growth and stability globally. However, there is a 
linking fear that the latent policy of protectionism in the 
industrialized countries especially the US and the proliferation of 
regional trade agreement like APEC and NAFTA tradeoffs like 
cross border movement of skilled personnel may work as stumbling 
blocks to the philosophy of free trade of WTO as have became 
evident from the failure of Seattle round in 1999 . 
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2 .1 Introduction: 
The analytical discussion presented in the previous chapter with 
regard to operation of Transnational Corporations (TNCs) in global 
ambience with some 60,000 parent companies and approximately 
5 ,00,000 foreign affiliates has proved that TNCs are now the 
dominant global phenomenon engaged in international production 
occupying the core process of globalization. It is further observed 
that in India the economic liberalization regime for globalization has 
paved ways for substantially increased number of global players to 
inter into Indian economy, developed and developing countries both, 
with variety of business activities in terms of inflow of FDI, Ms&As, 
Transfer of Technology, Joint ventures, 100% Subsidiaries and 
Financial Services. 
The present chepter is devoted to prepare the research design 
based on the extensive review of literature on the subject matter. The 
chapter presents comprehensive accounts with regard to review of 
literature, statement of the problems, emerging issues related to 
TNCs in India. The study proceeds to evolve an appropriate 
framework of the studying terms of setting objectives, defining scope 
and formulating hypothesis. The chapter further describes the 
research methodology adopted to logically and cogently present the 
subject matter in its true perspective examining the various facets of 
business activities of TNCs and their impact on the economic 
development of India. 
The term "Transnational Corporations" (TNCs) refers to 
designate any business corporation in which ownership, management, 
production and marketing extend over several national jurisdictions. 
The Transnational Corporations (TNCs) perform their business 
44 
activities through direct investment including Foreign Direct 
Investment (FDI), Technology Transfer, Mergers and Acquisitions, 
Collaborations, Joint Ventures, 100% Subsidiaries and Marketing of 
Financial Services. Global equity participation can also be availed of 
through portfolio investment in terms of ownership and management. 
Hence, foreign investment through direct investment and portfolio 
investment both are the popular routes to obtain global equity 
participation. 
Since economic liberalization in the 90's, the role of foreign 
investment in the growth and development of the developing 
economies is ever greater and significant. The birth of WTO replacing 
GATT has further given boost to these economies to go in a big way 
for more foreign investments in varieties of arrangements viz., FDI, 
joint ventures, 100% subsidiaries, technological collaborations etc. 
India resorted to liberalization regime with the economy being 
opened up paving way for easy and smooth inflow of foreign 
investment. In the post NEP period, numerous issues have cropped 
up as regards the different dimensions of global equity pouring into 
India. The present study proceeds to probe into these varied aspects 
of TNCs business operation in India. 
The TNCs are considered as important component of the non-
debt capital that is highly instrumental in the process of growth and 
development of an economy. With the colourful stories about the 
successful role of Foreign Direct Investment in the growth and 
development of countries like Japan, Hong Kong, South Korea, 
Singapore, Taiwan, Indonesia, Malaysia and in many other developing 
countries, the scope and importance of TNCs has increased many-
fold. As a matter of fact, the developed nations evince considerable 
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interest in shifting their production base to the globalizing developing 
economics basically in order to take the advantage of low wage 
structure and to capture the vibrant consumer markets. Countries like 
the USA, Germany and Japan etc. are amongst the top investors' 
world over. They have also shown a great deal of interest for 
investment in India in the post liberalization era. The present study 
hence deals with all the dimensions of business operations through 
TNCs in India with a focus on economic liberalization regime. The 
study further makes an incisive analysis as regards impact of TNCs in 
the development of Indian economy. 
2 . 2 Statement of the Problems: 
The study has identified problem areas as follows: 
With the adoption of liberalization policy for globalization, India 
is witnessing flurry of transnational business activities in terms of FDI 
inflows, Ms&As, establishment of joint ventures and 100% 
subsidiaries, transfer of technology and marketing of financial 
services. 
The role of multinationals/transnational in capital formation 
needs to be assessed with concomitant growth of national income, 
employment, savings, etc. 
The problem of environment is the most important problem to 
tackle with. Environmental pollution, world standard of quality, 
political stability, social cohesion and economic unity are the general 
factor to shape relationship between national and transnational 
corporations. The legal framework is being suitably amended to 
respond to the emerging global environment. 
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The transnational anticipate operating in an open and free work 
culture. Entrepreneurs would be free to reach zenith of their 
performance. It is possible only when the control of enterprise in the 
hands of investors is guaranteed, the workforce is dependable and 
disciplined. It is true that India has an edge over China and similar 
other economies in respect of the skilled labour, good brain and 
unlimited avenues of investment. However, the abrupt political swings 
send wrong signals to foreign investors. 
The transnational have the main goal of realizing maximum 
profit. Human and social problems do not figure so prominently in 
their programmes. Balanced development, equitable distribution of 
income and wealth, eradication of poverty, higher living standard for 
masses would have to be taken care of by the state. 
2 . 3 Emerging Issues: 
In the wake of economic liberalization and globalization the 
following issues are worth capitulating pertaining to TNCs business 
operation in India: 
1. The first issue arises as to the form and type of business 
activities being carried out by the t ransnat ional in India. 
2. The second issue pertains to as to whether national interest lies 
in the economic gains from the business forms of TNCs, such 
as, inflow of FDIs, joint ventures, subsidiaries, Ms&As transfer 
of technology and marketing of financial services or not. 
3. Third issue relates to the role of TNCs, which can be judged by 
four ways: -
a. According to the host country and according to the 
investing country. For the host country, TNCs help in 
bringing the sophisticated technology in which developing 
country is lagging far behind. 
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b. The global fund especially FDI brought in by TNCs 
increases the volume of foreign exchange, which is 
beneficial for the host country. 
c. The TNCs open vistas for employment opportunities. 
d. The, TNCs provides thrust to take up high-tech projects, 
steady power supply, efficient telecommunication and 
improvement in other economic overheads. 
4. TNCs vouch-safe favorable terms of trade and enhances exports 
potential of the host country. 
5. Another significant issue, which has cropped up in the wake of 
TNCs business activities in Indian economy, is appertinent to 
the development of social sector. 
2 . 4 Transnational Corporations: A Review of Theories and 
Approaches: 
The study related to TNCs/MNCs has always been interesting 
and thought provoking. The economists and experts on the subject 
concur that internationalization of business through direct and 
portfolio investment is a significant strategy of the transnational/ 
multinational corporation, which, in sooth, is influenced by the tariff 
and non-tariff barriers. In the succeeding paragraphs a brief reviews 
of these theories are presented to prepare the framework for the 
present study.^ 
Perfect Market Condition-. ^ 
The study conducted in the decades of 50 's and 60's pertains to 
differential rate of return in foreign investment. The theory assumes 
that the foreign capital generally flows from the countries with low 
rate of return to the countries of higher rate of return. Under this 
approach, comparing the marginal returns with marginal cost of 
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capital makes foreign investment. However this theory suffers from 
the limitations of concepts which hold only in short term. In the long 
run, conditions of differential rates of return would not exist. The 
long term planning of FDl requires an approach to take into the 
accounts the permanent variables influencing the perceptions of FDIs. 
Portfolio Diversification: ' 
This theory of portfolio diversification evolved in 1975 by 
Hufbavor and Agarwal in 80 's deals with the financial investments in 
equities and debentures. It assumes existence of optimum portfolio. 
Global investment is wide term, which includes the capital investors 
by foreign entrepreneurs who are responsible for the establishment of 
TNCs. This theory is not of much use io the management of TNCs. 
Output And Market Size: ^ 
Output and market size theory lays stress on the marketing 
aspects of the organization. It assumes that output and size of market 
is the only justification for taking decision on foreign investments. 
Nevertheless, there are other equally important variables including 
locational inputs, organizations, state policies, the structure of the 
capital market and the economic system of the host country. These 
variables arc not taken into account in this theory. The conclusions 
drawn on the basis of this approach would be misleading. 
Theories Under Imperfect Market Conditions:^ 
Hymer (1976) was the first researcher to study the foreign 
investment under imperfect market condition. The imperfect 
conditions are attributed to three basic elements viz. Industrialization 
in a country, internalization in a country and presence of location 
factor. The central theme of this approach is that foreign investment 
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would be attracted by favourable supply conditions, which have their 
origin in all or most of those factors underlying industrialization, 
internalization and locution. It does not call into question the demand 
conditions for an integrated plan of foreign investment. 
Eclectic Approach:^ 
Donning (1977, 79 and 1988) evolved a novel approach of 
combining the foreign investment theories of the industrial 
organization, internationalization and locational theory. As matter of 
fact this approach is an attempt to overcome the shortcoming of the 
three main approaches of imperfect conditions viz. Industrialization, 
internalization and location. The foreign investors are now working 
on plans, which allow them all the benefits of inputs and output 
flows. Eclectic theory does not consider the roots and remedial 
measures of the risks associated with new trade groupings, floating 
exchange rate and the super structure of global credit system. 
Oligopolistic Reaction:' 
Knickerbocker in 1973 postulated that foreign investment by 
one firm leads to similar investment by other firm in the industry to 
maintain their market share. 
This theory however, assumes that foreign investment would be 
self-limiting because of oligopolistic reaction. It does not deal with 
other methods of foreign investments. 
Liquidity.^ 
This theory is based on the assumptions that the foreign 
investors have a single source of funds for expansion into foreign 
country viz. internal sources of capital. This theory is mainly rejected 
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by many authors of the subject on theory of financing means and 
advantages of financial leverages. 
Currency Area Approach.'^ 
The currency area approach lays stress on the selection of 
assets in the foreign countries in the light of relative value of 
currencies. It concludes that the foreign investment would flow from 
low value currency area to high-level currency area. It does not 
answer the question as to why the disparity is seen in the values of 
currencies. It does not also deal with the issues, which arise as a 
result of foreign investment inflows and outflows. 
Kojma Hypothesis 10 
This theory is a sharp focus on Japanese and American pattern 
of foreign investment in foreign countries. It highlights the contrast 
between two patterns i.e. trade oriented and anti-trade oriented. 
Their main shortcoming consists in utter neglect of other motives of 
foreign investment. 
The basic questions related specifically to FDI are that 
developing countries are the recipient of the FDls from developed 
countries. It entails complex problems, which can not be satisfactorily 
answered by any of the single approach. 
Among the theories under review, the Eclectic Approach 
evolved by Dunning in the decade of early 90's hold first water. This 
approach has gained currency among the economist to study the 
foreign investments by combining three theories, such as, industrial 
organization, locational and internalization themes. 
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2 .5 Review of Literature Related to Transnational 
Corporations: 
The literature available on varied dimensions and facets of 
TNCs is reviewed in the following paragraphs to identify the research 
gap and thus to define the scope and to set the objectives of the 
present study. 
M.Wilkins^\ in his book entitled "The Emergence of The 
Multinational Enterprise", has presented a wide ranging views on the 
developmental and historical background of US based multinational 
corporations. \ 
Brooke, Michael Z. and Remmers, H. Lees, (eds.2) (1970)^^, in 
their treatise entitled "The Strategy of Multinational Enterprises: 
Organization and Finance", have dealt with the organizational 
structure of TNCs/MNCs and have ,also dwelt upon the policies 
related to finance. 2- ' ' 
Backman, Jules and Block^^, have made a thought provoking 
study with regard to the assessment of the performance and 
accountability of transnational corporations in USA. The study has 
also elaborated on investment pattern of these TNCs and the result 
there of. "S 
M. Wikins (1974)^\ authored a book entitled "The Maturing of 
Muhinational Enterprise", to analyse phase-wise growth and 
development of TNCs in USA. The study has thrown light on the 
modus operandi of TNCs in different phases of their development. ^ 
Fatemi, Nasrollah Sailpour (1975)^^, in his book "Multinational 
Corporations", presented an analytical study regarding domestic 
employment, technology, trade, tax, equity and balance of payments. 
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It also deals with the impact of these corporations on the host 
country's economy. ^ 
W. Raupel and J.P. Churhan (1994)^^ in their treatise entitled, 
"The World's Multinational Enterprises", have made strenuous effort 
to present a comprehensive list of the leading Transnational 
Corporations of the world. The book provides insight into TNCs 
operational activities and strategies. ** 
Barnet, Richard, J. and Ronald, E. Muller (1975)^^ in their 
treatise on "Global Reach: The Power of Multinational 
Corporations", have thrown light on as to how a handful of TNCs 
are able to control and dominate the global economy. 'J 
Flanagan, Robert, J. Comp. (1974)^^, in their book entitled, 
"Bargaining Without Boundaries: The Transnational Corporations and 
International labour Relations", provides a brief accounts pertaining 
a 
to labour issues and problems raised by transnational corporations. 
Boarman, Patrick,M. and SchoUhammer, Hans. (1975)^^, made 
an endeavour to present the burning issues deliberated on conference 
held in New York with regard to TNCs, in the form of an edited book 
entitled "TNCs and Government Burning Relations". The following 
are the brief account of the issues dealt with in the book: ^ 
1. Conflicting attribute between government and firms 
2. The business, government and TNCs interface. 
3. Policies formulation with regard to trade and investment in the 
interest of both the national and transnational business 
operations. 
4. Creating amicable and enabling business environment between 
the host countries and TNCs. 
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Hershfiled, David, C. (1975)^°, in his treatise entitled. "The 
Multinational Union Challenges", strongly advocated the policy for 
creation of transnational unions to challenge and influence TNCs in 
issues related with labour activities. |0 
Subramaniam, K.K. and Pillai, P. Mohan^\ in their book 
entitled, "Multinational and Indian Exports", have dealt with the 
subject matter of exports by multinational corporations in India. The 
book throws light on different aspects and dimensions of TNCs export 
activities in India, such as, foreign exchange, balance of payment, 
etc. ** 
Deo, Som^^ has authored a book entitled, "Multinational 
Corporations and Third World". The book presents a comprehensive 
account with regard to the relationship between economic 
development, and operation of MNCs in general and their impact in 
particular on developing economy. Yl 
Mann, T.S.^^, in his book entitled, "Transfer of Technology", 
presents a law oriented study of technology transfer in India. 13 
Gera, M-R.^ "*, in the book entitled, "Global Trends in Finance", 
presents a comprehensive account with regard to various available 
lucrative investment opportunities to have an access to global market./t^ 
John, Martinussen^^ has studied the transnational corporations 
with a case study of India in his book entitled, "TNCs in a Developing 
Country". The book critically examines various aspects of TNCs 
operating in a developing country. \^ 
^A.V. Bereznoi (1990)^^ in his book entitled, "Third World 
Newcommers in International Business: Multinational Companies 
from Developing Countries", makes a comprehensive review as 
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regards emergence of multinationals from LDCs. The book also 
highlights national and regional characteristics and features of TNCs 
operating in the global economy. 
\1 Manser, W.A.P.(1972)", in an article entitled, "The Financial 
Role of International Corporations", has made an attempt to focus on 
all the facets of International Corporation exclusively their pecuniary 
role, their modus operandi of capital infusion etc. 
\Q Reuber, Grant, L. (1973)^^, in an article on "Private Foreign 
Investment in Development", has made an endeavor to study the 
growth and prosperity of foreign investment and development led by 
these investments. The article further focuses on the stumbling blocks 
in the process of investment. 
\^ Singh, D.R. (1974)2^ in an article on "Investment Policy and 
Performance of US Subsidiaries in India", analyses different polices 
adopted by the government to regulate foreign capital inflows. It 
succinctly throws light on the prevalent socio-economic environment 
in India and also presents performance appraisal of US subsidiaries 
within the guidelines given by the government's investment policies. 
"^ Drysdale, Peter (ed.3) (1972)^°, in an article entitled, "Direct 
Foreign Investment in Asia and the Pacific", focuses on different 
aspects of foreign direct investment by TNCs/MNCs in Asia and the 
Pacific. It further studies role of FDI in Asia. 
Ir The private organizations, such as. Confederation of Indian 
Industry (CII), ASSOCHAM, Ph.D. Chamber of Commerce and 
Industry and FICCI have been sponsoring numerous research studies 
on the topics pertaining to foreign investment ambience and flow of 
global fund, direct as well as portfolio. The resume of these studies 
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has appeared in the form of reports and has also been published in 
various journals and periodicals of national and international repute. 
These studies have mainly dealt with regulatory framework and modus 
operandi of foreign investors. However these studies have not 
sufficiently delved into the emerging issues and future strategies 
related to foreign investors.^^ MS 
flr^The post-NEP publications of the Indian Economic Survey 
(Government Publication) although provided with the valuable 
statistics as regards the policy set up regarding the foreign investors 
yet the issues and grey areas which have surfaced after their entry 
have not been taken up and appropriately dealt with.^'*^^ 
y? The international publications, viz., IMF, the World Bank 
Reports, Asian Development Bank's Investment Reports and World 
Investment Reports, UNCTAD^^ have profusely touched upon the 
subjects of global investment, trends, policy implications, issues and 
prospective strategies. However, these reports have niggardly dealt 
with the subject in the specific context of post-NEP India.^'' i^o 
2.6 Research Gap And The Rationale of the Present Study: 
From the forgoing study on theories and approaches to foreign 
investment, it clearly peters out that the theories and approaches 
reviewed are wanting specially when studied in terms of their 
applicability in the post-liberalization era in India where numerous 
new issues have cropped up. The existing theories have mainly laid 
stress on the macro economic factors that affect foreign investment. 
In order to deal with the emerging issues of foreign investment in 
India an effective approach is needed to blend together the 
indigenous and exogenous factors influencing decision on global 
investment. The / i sk i^ which need to be addressed to perforce 
••J 
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pertain to the operations of TNCs in India in post-NEP period 
through variety of business arrangements, such as, FDI, technology 
transfer, Ms&As, joint venture and subsidiaries and marketing of 
financial services. The present study deals in detail with the impact of 
Transnational Corporations (TNCs) on economic development of 
India. The study takes into account the business activities of TNCs in 
India in pre and post-NEP period. The study further presents the 
impact of FDI, transfer technology, joint ventures, subsidiaries, 
Ms&As and financial services on the economic development of India. 
2.7 The Term "Impact" Conceptualized for the Study: 
The term "impact" in the usual sense exhibits itself in terms of 
gross effects at the ultimate point to differentiate the effect of the 
variations of a given phenomenon. For instance, effect of taxes on 
income can be contrasted with its impact on savings and investments. 
The idea behind the impact is to examine the repercussions of 
changes on the entire gamut of the object of the study. The logic 
demands that the impact of transnational should be examined in its 
totality in terms of the foreign capital, the technology, their 
participation in ownership and management in the ongoing industrial 
units by means of Ms&As, amalgamations, joint ventures, subsidiaries 
and financial services. Further the TNCs contribution to transfer of 
technology is an important aspect of impact on economic 
development. 
Transnational Corporations (TNCs) are a major contributor of 
foreign capital in different sectors of the economy specially the 
infrastructures and the public utilities. It includes the development of 
petro-chemical and automobiles besides power, transportation and 
communication. 
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The global environment makes it imperative that the industries 
must be competitive and have a wide cushion of capital to absorb risk 
of global operation. It has paved the way for Ms&As amalgamation, 
absorption, joint ventures, subsidiaries in India within the short span 
of the last decade of 20th century. In the new millenium, the 
insurance and the banking sectors are open for the participation of 
TNCs. The SEBl's attitude to the on line trading in the stock market 
has forged direct link with TNCs. 
The TNCs are emerging as the motor of the economic growth 
in the 21st century. It is expected that India will be one of the 
strongest economies 'n Asia with TNCs collaborating with national 
corporate in a bid to compete for a fair share in the world trade. The 
use of impact of TNCs is, therefore, justified in terms of FDI, 
technology, joint ventures, subsidiaries, Ms&As and financial services 
for the economic development. The present study 
deals with the trends in FDI inflows and their impact on sectoral 
development, technology transfer for better quality and competitive 
products, joint ventures, collaboration, subsidiaries and Ms&As for 
competitiveness and to have a wide spectrum of cushion of capital to 
absorb risk of global operation, provision of financial services by 
TNCs for easy access with foreign capital for domestic industries. 
2 . 8 The Need And Significance of the Study: 
The study visualizes that India would be the biggest capital 
centre for the region encompassing Gulf countries, Central Asia, 
South Asia and South East Asia. In the beginning, global investors 
were not convinced of India's economic buoyancy and continuity of 
economic liberalization with regional parties getting upper hand at 
the centre and the states. The neighboring countries did not trust 
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each other due to persistence of political confrontation. Nevertheless, 
the long experience of India with economic development has always 
inspired confidence of the region to follow India's suit. India has 
shown to the West that we are a matured democracy and to the 
adjacent regional nations that mutual cooperation is the only way of 
sharing benefits. India is emerging as the growth centre for the 
regions in the post cold war ear to deter the risk emanating from 
unipolarism. It spells the compulsion of management of global fund 
flows to effectively contribute to the economic development of the 
region. 
In-depth study of the whole gamut of the problem related to 
foreign investment by TNCs is of paramount value both to 
academicians and trade and industry. 
The present study is hence of immense utility and of topical 
interest. The research on the different dimensions of TNCs 
operations, specifically in post-liberalization period would be a novel 
exercise in the sphere of existing researches. 
2.9 Scope of the Study: 
The scope of the study is defined in terms of subject matter 
coverage and time span coverage. 
/. Subject Matter Coverage: 
In terms of subject matter and sectoral coverage, the present 
research study is related to an enquiry into the broad spectrum of 
inflow of FDI, joint venture, subsidiaries, merger and acquisition, 
financial services and their impact on the development of the Indian 
economy. 
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A sample size study of 212 TNCs operating in the arrangement 
under Mergers and Acquisitions has been made to examine their 
participation in various sectors of the economy in terms of 
composition of equity stake in Indian Corporates with 25%, 40%, 
50%, 70% and more than 70%. In order to study the financial 
performance of TNCs in liberalizing Indian economy a sample size 
study of 75 top TNCs operating in India has been taken in the 
business arrangement of joint venture, subsidiaries and merger and 
acquisition arrangements. 
/'/. Time Span Coverage: 
The study covers a long span of period of almost five decades. 
It has been split into two phases - first phase starting from 1950 to 
1990 and the second phase from 1991 to 2000. 
The Research Scholar is of the opinion that the span of period 
under reference is adequate enough to determine the impact of 
transnational corporations on the economic development of India in 
terms of comparative study of TNCs business activities i.e. inflow of 
FDI, technology transfer, Ms&As, joint venture and subsidiaries in pre 
and post-NEP period in different sectors of the economy at the micro 
level and in terms of fiscal management, growth of exports, 
management of BoP, Forex rate management, control of inflation, 
employment generation and the development of social sector at the 
macro level. 
2.10 Objectives of the Study: 
The present study has pursued the following objectives: 
i. to study the role of TNCs in India in pre and post independence 
era. 
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ii. to review the foreign investment policies in pre and post 
independence period focussing on liberalization era. 
iii. to make comprehensive study as regards the changes in 
foreign investment policies in post-liberalization and their 
impact on the operation of TNCs in India. 
iv. to study the diff»irent business activities by TNCs such as FDI 
inflows, transfer of technology, joint ventures, subsidiaries, 
merger and acquisition and financial services in pre and post 
liberalization era. 
V. to critically appraise the TNCs performance in terms of inflows 
of FDI, transfer of technology, joint ventures, subsidiaries, 
merger and acquisition and financial services during both pre 
and post liberalization regime. 
vi. and to study the impact of TNCs, in the development of Indian 
economy. 
2.11 Hypotheses of the Study: 
The present research work has made an endeavour to formulate 
the following hypotheses: 
i. that India fulfills the pre-requisites for attracting foreign 
investments by Transnational Corporations (TNCs) in different 
sectors of the economy since the advent of economic 
liberalization regime. 
ii. that the Global TNCs are making investment in India in a big 
way in post-NEP period in business arrangements of FDI, 
transfer of technology, joint ventures, subsidiaries, Ms&As and 
financial services and thus contributing to the growth and 
development of different sectors of the economy. 
iii. that TNCs are the major contributor in developing Indian 
economy to fall in line with the global economies helping India 
emerge as an Asian economic giant in the 21st century. 
\ 
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2 . 1 2 Research Design and Methodology: 
Design of the Study. 
The research methodology is primarily based on the cannons of 
scientific procedure of thesis writing to present the aforesaid 
problems in its true perspective. The present piece of academic work 
is an endeavour to focus on the problems and emerging issues 
relating to the operation of Transnational Corporation (TNCs) in 
India in pre and post NEP period. The study has further proceeded to 
review a comprehensive literature on the subject matter regarding 
operations of transnational corporations in the world over, down to 
the business activities in India particularly in the wake of economic 
liberalization for globalization. From the literature review, the 
research gap has been identified to prepare the fiamework of the 
study in terms of statements of objectives to be pursued, the nature 
and scope of the study to be demarcated and the hypotheses to be 
formulated to put to verification suitable research techniques. 
The study has focussed attention on the problems from both 
quantitative and qualitative dimensions. After designing a proper 
framework for the study the relevant facts pertaining to TNCs in India 
have been collected in scientific manner to test and justify the 
findings. 
Selection of Sample Size: 
In order to achieve the objectives and to corroborate the 
formulated hypotheses of the study, sampling technique has been 
used. At the first instance top 75 transnational corporations have 
been selected by the Research Scholar to study their physical and 
financial performance in terms of growth in sales, growth in profits. 
62 
growth trends in exports, tax payments, net worth and Earning Per 
Share (EPS). The assessment of TNCs performance has been made in 
their three pronged business activities viz. Joint ventures, subsidiaries 
and the mergers and acquisitions during the post-NEP period 
spanning from 1991 to 1999. 
At the second instance, 212 top performing TNCs in the 
business arrangements of M&A with the Indian corporate have been 
selected to study their participation in India both country-wise and 
sector-wise during the post-NEP period. To study the participation 
and domination of TNCs-country-wise and sector-wise respectively the 
TNCs equity stakes in the Indian counterparts in the four ranges viz., 
25%, >25% but <50%, >50% but <70% and >70% have been 
analyzed with the help of sample size technique for the same period 
under review. The study of T N C s equity stakes in Indian counter 
parts in four ranges as mentioned above provides an insight into 
TNCs ownership pattern, management and control in the Indian 
corporate under Ms&As arrangements. 
The selection of sample size of TNCs in India in business 
arrangement of joint ventures, subsidiaries and Ms&As is considered 
adequate enough to study the objectives stated and hypotheses 
formulated for the present study .The study further analyses the 
manifold developmental problems relating to the transnational 
corporations business activities in India. 
Non-availability of some relevant data in identically desired 
format has been one of the most formidable problems as it usually 
happens in such studies. Nevertheless, the result of the study is in no 
way affected keeping in view the prudent selection of sample size of 
TNCs under reference. 
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Methodology Adopted: 
The present study is primarily based on the secondary sources 
of data. The effort was made to collect data from the authentic and 
reliable sources, such as, national and international publications 
including government publications in the form of reports, surveys, 
journals and periodicals. The international publications, such as, 
UNO-World Investment Reports, World Bank Reports IMF and ADB 
publications have been of paramount significance. The national 
publications, such as, RBI bulletins, Currency and Finance-reports of 
RBI, Indian Economic Surveys and various sponsored studies 
conducted by FICCI, ASSOCHAM, Indian Chamber of Commerce and 
CII have provided authentic information for the.desired analysis of 
the present study. The numerous journals/periodicals and business 
dailies viz., Capital Market (Mumbai), Chartered Financial Analyst 
(Hyderabad), Business World and Business Today (New Delhi), 
Banking and Finance (Calcutta), SEBI guidelines, NABHI's 
publications on foreign investments. The Economic Times, Financial 
Express and Business Standard have been the mainstay of the study 
to cull up the needed data on various TNCs operating in India. 
Data Analysis and Interpretations: 
In the light of the objectives, scope and hypotheses of the 
study, the techniques of investigations adopted, statistical tools used 
and pattern of data analysis and their interpretations followed are 
simple quantitative tools. The quantitative parameters, such as, ratio 
analysis and trend analysis have been of immense help for the 
worthwhile analysis and their logical interpretation to reach the 
pregnant conclusion for suitable suggestions. The present research 
study has not opted for the application of advanced statistical tools in 
64 
research methodology keeping in mind the various constraints, such 
as, cost, time and non-availability of classified relevant requisite data 
on the subject matter. Nevertheless, the study has encompassed vast 
gamut of problems and issues with appropriate analytical 
interpretations with the help of suitable statistical techniques to reach 
worthwhile conclusion on TNCs business activities in India with a 
focus on economic liberalization regime. 
2 . 1 3 Limitations of the Study: 
There is no gainsaying the fact that the present research work 
is vast in nature and scope, explanatory, explorative, appropriately 
collected, collated and analytical interpreted for fruitful conclusion 
and results. Nevertheless, there are handicaps and limitations of the 
study. The arrangement of data incorporated in the study has not 
been put into a common format owing to non-availability of classified 
and structured data. 
The present research study has mainly focussed on the business 
activities of TNCs and their impact on the economic development of 
India during and pre and post-NEP period. The Indian TNCs 
operating in different countries of the world particularly in post 
economic liberalization regime have not been undertaken for the 
purpose of the present study, keeping in view the vastness of the 
subject matter. The Indian TNCs are emerging on global business 
horizon in the wake of economic liberalization for globalization and 
thus calls for an extensive research work separately to determine 
their impact on economic development of India. 
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2.14 Conclusion: 
To sum up, this chapter has dealt with the framework of the 
study highlighting the statement of the problems and emerging issues. 
It has also presented a comprehensive literature review and a review 
of global business theories to identify the research gap. Based on the 
research gap, the scope and objectives of the study have been 
demarcated and the hypotheses have been formulated. The study 
further entails the research design and methodology along with the 
limitations of the study. 
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3 .1 Introduction: 
The preceding chapter presented a detailed outlines with regard 
to the statement of the problems followed by an extensive review of 
literature. Logical and cogent description as regards the need for the 
study scope, objectives of the study, research hypotheses and 
research methodology have also been made alongwith of course, the 
limitations of the study. 
In this chapter, the Research Scholar has made an attempt to 
make an incisive and critical study with regard to economic 
liberalization and its impact on the business activities of 
Transnational Corporations (TNCs) in India. The study highlights all 
the important liberalization packages and measures for financial 
sector reforms including banking sector reforms, capital market 
reforms, fiscal and monetary reforms, trade and investment reforms, 
and public sector reforms in a bid to globalize the Indian economy for 
substantial growth and development with social justice and equity. 
International business in today's world is regarded as the major 
driving force of economic activity. It not only enables the economy to 
flourish, but also serves as the bedrock for the increasingly 
interdependent global network of technology, investment, trade and 
production. 
From the beginning of British rule itself, the industrial changes 
had started taking place. During the Second World War, the British 
government became acutely conscious of the need for industrial 
expansion, research and training and established the Board of 
Scientific and Industrial Research in the year 1940. This was followed 
by the creation of a Department of Planning and Reconstruction at 
70 
the centre. The Industrial Policy of independent India was first 
announced in 1948. This was the first concerted attempt to enunciate 
a comprehensive industrial policy for the country which served as the 
kingpin of the country's industrial development planning. 
This policy emphasized the need for securing the participation 
of foreign capital and enterprise particularly as regards industrial 
techniques and knowledge so as to boost up the pace of 
industrialization. The participation of foreign capital should be 
carefully regulated in national interest^ "The resolution made it amply 
clear that as per rule the major interest in ownership and effective 
control should always be in Indian hands. Thus, while recognizing the 
need for foreign capital in the industrialization of the economy, the 
government insisted upon the progressive Indianization of foreign 
concerns".^ 
The aim of the Industrial Policy Resolution of 1948 was to clear 
the hurdles and help in progressive move of the economy. It also 
purported to help the process of investment (both domestic and 
foreign) and to lessen industrial conflict, and to help both the private 
as well as pubhc enterprises to march hand in hand to accelerate the 
pace of industrial development. 
The planning era started with the adoption of socialistic pattern 
of society for national objectives. It necessitated formulation of 
industrial policy in relation to planned economic development. So in 
the context of this bold industrial programme, the need therefore 
arose for reformulation and re-orientation of 1948 Industrial Policy 
Resolution. As a result, the new Industrial Policy Resolution of 1956 
came into being. Important provisions of the 1956 Resolution were 
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new classification of industries into three categories, which bore a 
close resemblance to the earlier classification, but were more sharply 
defined and were broader in coverage as to the role of the state. 
They are divided into three schedule, these were (a) Schedule A: 
those which were to be an exclusive responsibility of the state, (b) 
Schedule B: those which were partially state owned and partially 
private owned, but in which private enterprises would be expected 
only to supplement the effort of the state, and (c) Schedule C: all the 
other remaining industries would be in general, left to the initiative 
and enterprise of the private sector.^ 
The Governments attitude to foreign capital was the same as 
was annunciated in Industrial Policy resolution of 1 9 4 8 / The 
redeeming feature of the 1956 policy gave expressions to mixed 
economy of industrial development.^ 
The Industrial Policy of 1973 was viewed as a supplement to 
the Industrial Licensing Policy of 1970.^ It has paid greater attention 
to defining the role of private sector with particular reference to the 
large industrial houses, but failed to identify the joint sector with a 
view to making use of private expertise and resources in line with the 
governments socio-economic objectives.' 
The growth of industrial output during the period 1967-1977, 
except for the year 1976 had been not more than 3 to 4 per cent per 
annum on an average. Lots of industries suffered financial crisis, as 
well as many of them were in the clutch of strikes and lockouts. "The 
incidence of industrial sickness was found to be wide-spread and some 
of the major industries were worst affected. Unemployment had 
increased, rural urban disparities had widened and the rate of real 
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investment got stagnated. The industrial policy, announced in 
December 1977, was, therefore primarily directed towards removing 
these distortions of the past so that the goal of faster economic 
development could be achieved within a time bound programme".^ 
The 1977 Industrial policy was framed with the idea that it 
would help in the balance development of economy, in which all the 
people should share benefits of industrial development. The policy 
was somewhat harsh to the large units in the private sector, when it 
stipulated that they would have to rely on internally generated 
resources for financing new projects or expanding existing projects. 
Government determination to run public sector in profitable basis in 
order to ensure that investment in these industries pays an adequate 
return to society.^ 
The government announced Industrial Policy, of 1980 making 
provisions for major relaxation and concessions benefiting the small, 
medium as well as large-scale with the triple object of modernization, 
expansion and development of backward areas.^° 
The thrust of the concessions was in doubling the investment 
limit of tiny, small and ancillary sectors, regularization of the excess 
capacity and permitting automatic expansion facility for large units in 
the priority sector and setting up new industries in industrially 
backward areas. "Broadly speaking this new policy offered a new deal 
to the private sector, promise to improve the efficiency of the public 
sector and re-affirmed its faith in MRTP Act and the FERA."^^ 
Realizing the key role of exports in development, the new 
policy provides for sympathetic consideration of request for setting 
up 100% export oriented units, or for the expansion of existing units 
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exclusively for purposes of export and for allowing fully the export 
opportunities. On January 2, 1986, the government notified 
reduction in export obligation for setting up industries in backward 
areas by MRTP and FERA companies.^^ 
3.2 Economic Liberalization Regime of 1991 : 
The New Economic Policy regime of 1991 came to the fore at 
the juncture when India was facing with the serious problems of (i) A 
huge fiscal deficit due to unproductive expenditure outpacing revenue 
leading to continuous deficit financing, (ii) A heavy foreign debt with 
a high debt service ratio, (iii) Adverse BoP leading to sharp decline in 
the external value of money, (iv) Low level of efficiency economy with 
huge wastage of resources, (v) Excess of supply of labour over its 
demand resulting in rise in unemployment, (vi) Stagnancy in 
agricultural output; poor growth performance in the economy as a 
whole in addition to a serious inflationary problem, contributing 
towards fiscal imbalance, external imbalance, sharp rise in prices, 
stagnant rate of savings and reduction in employment opportunities.^^ 
Under these circumstances, reforms were badly needed to 
provide a springboard for the economy to take off for a self-
sustaining growth. The following are the significant features of the 
New Economic Policy (NEP) : 
Public Sector Folic;/: 
It was a ripe time therefore that the government adopted a new 
approach to public enterprises. There must be a greater commitment 
to the support of public enterprises, which are essential for the 
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operation of the industrial economy. The priority areas for growth of 
pubhc enterprises were demarketed:^* 
(i) Essential infrastructure goods and services. 
(ii) Exploration and exploitation of oil and n^ineral resources. 
(iii) Technological advancement in the areas which are crucial in 
long-term development of the economy. 
(iv) Manufacture of products where strategic considerations 
predominate such as defence equipment. 
(v) At the same time the public sector will not be barred from 
entering areas not specifically reserved for it. 
By this provision, the spirit of competition was to be induced in the 
public enterprises by inviting private sector participation. In the case 
of selected enterprises, part of government holdings in the equity 
share capital of these enterprises was to be disinvested in order to 
provide further market discipline to the performance of public 
enterprises. 
Privatization Episode'. 
In the first stage of reform process, the disinvestment of PSU 
shares was done. It has been realized that the PSUs are the best 
places for redtapism and corruption. Further, inefficient management 
in the hands of political leaders and bureaucrats lead them to incur 
heavy losses. So by disinvesting the shares, it was tried to create 
some sense of responsibility in the public sector. Further, in this 
episode most of the government owned sectors except postal, 
railways, and defence are being partly privatized. Private 
entrepreneurs were allowed to those arenas, where only the PSUs 
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could play. The airlines, banks and some utility services were also left 
in the hands of the private people. 
3 . 3 Trade Reforms: 
Reform in trade policy purported to be directed to create an 
environment, which would provide a stimulus to export. While at the 
same time, reduce the degree of regulation and licensing control on 
foreign trade, such as, full convertibility of money, import for exports 
simplification of procedures, allowance to foreign investors for equity 
participation in export trading houses. Moreover, there should be no 
discrimination for Indian and foreign goods. These reforms have 
reduced the degree of licensing in import trade, to broaden, to 
enhance and harmonize export incentive and to introduce a self-
balancing mechanism where imports would be automatically regulated 
by the availability of EXIM scrips through export earnings. '^ 
The following are the highlights of external sector reforms in 
the financial year 2000-2001 : 
a Removal of quantitative restrictions. Import of 894 items made 
license free and another 414 items permitted to be imported 
against SIL in EXIM policy changes announced on March 3 1 , 
1999. The government has further decided to phase out all QRs 
maintained on BoP grounds by April 1, 2 0 0 1 . 
a Incorporation of a new chapter in EXIM policy to boost export of 
services. 
Q Free Trade Zones (FTZ) to replace Export Processing Zones and 
these are to be treated as outside the country's customs territory. 
Q Except for a negative list, sectoral limit, and a few explicitly 
defined constraints, all other FDI will now be under the RBI 
automatic system. NRIs / OCBs have been permitted to invest 
under the automatic route in all items, barring a few. 
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Q Indian companies free to access the ADR / GDR markets through 
an automatic route subject to the specified norms and post-issue 
reporting requirements. Such issues would, however, need to 
conform to the existing FDI policy. 
3 . 4 Reforms in Industrial Sector: 
As regards the industrial sector reforms, measures to 
delicensing has been directed so as to promote the growth of a more 
efficient and competitive industrial economy, such as reducing the 
controlled or licensed sector to minimum amendments. In controlling 
rules and legislation's - Companies Act, MRTP Act, Sales of Goods 
Act, Partnership Act, FERA etc., to let the industrialists to go by 
themselves but a vigil on them should be kept so that they don't take 
undue advantage of the freedom. Some of the reform initiatives taken 
in the sphere of industrial sector are briefly outlined as follows: 
• Industrial licensing for almost all-bulk drugs abolished. 
a Automatic approvals of foreign investment upto 51 per cent and 
foreign technology agreements permitted for all bulk drugs and 
formulations, barring only a few. 
a Basic telecommunication services opened to private participation, 
including foreign investments. 
Q Minimum lending rates for amounts over Rs. 2 lakh abolished. The 
rate for advances between Rs. 25 ,000 and Rs. 2 lakh reduced to 
13.5 per cent. 
• SLR reduced to 31.5 per cent to make more credit available for 
the commercial sector. 
a Import duties on capital goods reduced to 15 per cent on export 
related capital goods, 25 per cent for project imports and most 
capital goods, and continuation of concessional duties at 20 per 
cent for power projects and nil for fertilizer projects. 
a MODVAT extended to capital goods and petroleum products. 
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Q Corporate tax reduced from 45 per cent for widely held companies 
and 50 per cent for closely held companies to 40 per cent for 
domestic companies and from 65 per cent to 55 per cent for 
foreign companies. 
a Five-year tax holidays to new industrial undertakings initially 
allowed for industrially backward state. 
Industrial Licensing Policy: 
Industrial licensing is governed by the Industries Act, 1951 . 
Over the years, keeping in view the changing industrial scene in the 
country, the policy has undergone modifications. "In order to achieve 
the objectives of the strategy for the industrial sector for the 1990s 
and beyond it is necessary to make a number of changes in the 
system of industrial approvals. "^^ Major policy initiatives and 
procedural reforms are called so that the Indian industrialist should 
understand the importance of their in the growth of an economy and 
they can easily meet and compete with the emerging changes in 
domestic and global opportunities and realization of industrial 
potential of the country. 
Industrial licensing henceforth is abolished for all industries, 
except those specified irrespective of level of investment. "These 
specified industries, continue to be subject to compulsory licensing 
for reasons related to security and strategic concerns, social reasons, 
problems related to safety and overriding environmental issues, 
manufacture of products of hazardous nature and articles of elitist 
consumption."^^ The exemption from licensing is particularly helpful 
to many dynamic small and medium entrepreneurs who have been 
unnecessarily hampered by the licensing system. As a whole, the 
Indian economy wijl^liopefully be. benefited by becoming more 
- 5-6-41. 
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competitive, more efficient and modern and will take its rightful place 
in the world of industrial progress. 
Monopolies And Restrictive Trade Practices Act (MRTP Act): 
The pre-entry scrutiny of investment decisions by so-called 
MRTP companies will no longer be required. Instead, emphasis is 
accorded on controlling and regulating monopolistic, restrictive and 
unfair trade practices rather than making it necessary for the 
monopoly houses to obtain prior approval of the Central Government 
for expansion, establishment of new undertakings, merger, 
amalgamation, and takeover and appointment of certain directors. 
Similarly, the provisions regarding restrictions on acquisition of and 
transfer of shares have been appropriately incorporated in the 
Companies Act.^® 
Simultaneously, provisions of the MRTP Act have been 
strengthened in order to enable the MRTP Commission to take 
appropriate action in respect of the monopolistic, restrictive and 
unfair trade practices. The newly empowered MRTP Commission will 
be encouraged to require investigation on complaints received from 
individual consumers or classes of consumers. 
3 . 5 Foreign Exchange Regulation Act (FERA) To Foreign 
Exchange Management Act (FEMA): 
Under the liberalization regime the Foreign Exchange 
Regulation Act (1973) has diluted the regulatory provisions paving 
way for accelerated foreign trade and investment.^' "The Government 
has removed certain restrictions on foreign companies, allowed joint 
ventures abroad freely by Indian companies and has given more teeth 
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to the Reserve Bank of India (RBI) to prevent violations of rules by 
authorized dealers".^° 
The new ordinances under liberalization regime have removed a 
large number of restrictions on companies, which are as foUows:^^ 
a Permission for Indian firms to set up joint ventures abroad. 
a FERA companies allowed appointing technical and management 
advisors. 
Q Permission to FERA companies to open up branches. 
a Acquisition of immovable property by FERA companies in India, 
borrowing of money or acceptance of deposits by them etc. 
a Non-Resident Indians (NRIs) companies and residents permitted to 
open up foreign currency accounts in India in the wake of partial 
convertibility on the current account. 
a The NRIs are exempted from making declarations of their assets 
abroad. 
The changes brought about in the FERA Act would hopefully open 
vistas of investment opportunities for foreign investors on the one 
hand and the Indian firms on the other in terms of facilitation of rules 
for opening up joint ventures abroad. With these, changes, the Indian 
exports would receive much-needed boost in terms of 
competitiveness.^^ 
The government welcome step to replace FERA with FEMA in 
1999 in the wake of rupee being fully convertible on current account 
and partial convertible on capital account will bring about overall 
efficiency in the foreign exchange management. 
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3.6 Current And Capital Account Convertibility: 
The liberalization and the globalization programme initiated 
since July 1991 has changed the basic characteristics of the Indian 
economy in general and the external sector in particular. The 
domestic economy is now substantially integrated to the global 
economy. The foreign trade is almost fully deregulated, control 
remains only on consumer goods. Imports of gold and silver are now 
permitted legally, albeit with duties. Tariffs on most capital and 
intermediate goods range between 0 and 25 per cent, with an 
average of about 10 per cent. The maximum tariff is now 50 per 
cent. The average tariff on all imports, including, consumer goods, 
has come down to about 25 per cent. 
There is now a unified market determined exchange rate for all 
external transactions. The current account is virtually deregulated, 
except consumer goods imports and some minor restrictions on 
repatriation of dividend, etc. The capital account is also substantially 
deregulated. NRI deposits and investments require no permission. FDI 
is now almost automatic. Portfolio investment flows through various 
forms. The Indian companies can also raise capital abroad through 
GDR and maintain offshore funds. The only restrictions are on 
domestic resident Indians. 
The government has also begun to explore the feasibility of 
Capital Account Convertibility (CAC). It seems to have been inspired 
by the burgeoning foreign exchange reserves and the relative stability 
of the exchange value of rupee after the reform on the one hand and 
the better performance of the economy in the recent years (6/7 per 
cent growth) on the other. While presenting the Union Budget for 
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1997-98 the then Finance Minister Mr. Chidambaram announced a 
Committee under the Chairmanship of Mr. Tarapore, former Deputy 
Governor of the RBI, to examine the feasibility of CAC for India.^^ 
The committee submitted its report in mid 1997 before the 
currency turmoil in the East and South East Asia. While accepting the 
principle of CAC for India it has set some conditionalities for 
introducing it. 
Tarapore Committee Recommendations: "^^  
The Tarapore Committee recommended that CAC should be 
introduced in phases over a period of three years. But the committee 
recommended that CAC should be introduced only after the economy 
satisfies the following conditionalities: 
a) The gross fiscal deficit of the Centre as a ratio to GDP should 
be brought down from 5 per cent to 3.5 per cent in the year 
2000 . 
b) The annual inflation rate during the period 1997-2000 should 
be maintained at an average of about 3 percent. 
c) Between 1997 and 2000 the Cash Reserve Ratio (CRR) of 
banks should be reduced from 10 per cent to 3 per cent, and 
the Non-Performing Assets (NPA) ratio of banks should be 
brought down to 5 per cent (which according to RBI Annual 
Report 1996-97 is 17.7 per cent). 
The Committee felt that the economy is capable of attaining all 
these and accordingly recommended CAC by the year 2000. 
Accordingly, the Committee prepared the road map for implementing 
CAC by the year 2 0 0 0 . " 
3.7 Infrastructure Sector Reforms: ^^  
A brief account of infrastructural reforms is presented as under: 
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General Measures: 
u Uniform tax holiday of 15 years for all infrastructure sector 
projects. 
a Creation of Foreign Investment Implementation authority to 
smoothen flow of FDI into the infrastructure sector. 
a The import duty structure for project imports rationalized. 
Power. 
• Mega Power Project policy announced. 
Q Restructuring of SEBs to be encouraged, new transmission and 
distribution systems to get fiscal benefits given to infrastructure 
sector. 
Telecom: 
a New telecom policy announced 
> Domestic long distance calls to be opened up. 
> Department of Telecom Services (DTS) to be corproatised by 
2001. 
> DTS / MTNL to enter as third cellular operators. 
Q TRAI reconstituted through an ordinance 
> Clear distinction between the recommendatory and regulatory 
function of the Authority. 
> Mandatory for government to seek recommendations of TRAI in 
respect of matters dealing with need and timing for introduction 
of new service providers and the terms and conditions of license 
to a service provider. 
> Composition of Authority i.e. TRAI has been changed. 
> Separate disputes redressal body known as "Telecom Disputes 
Settlement and Appellate Tribunal" has been set up. 
a Specific Targets for Telecom 
> Make available phone on demand by 2002. 
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> Encourage development of telecom in rural areas and increase 
rural tele-density from the current level of 0.4 to 4.0 by the 
2010. 
> Achieve telecom coverage of all villages in the country by 
2002. 
> Provide Internet access to all district headquarters by 2002. 
> Resources for meeting the Universal Service Obligation (USO) 
would be raised through a universal access levy, which would be 
a percentage of revenue, earned by all operators under various 
licenses. 
> Existing license holders of basic and value added services 
allowed switching over to a revenue sharing agreement. 
> Provide high-speed data and multi-media capability-using 
technologies including ISDN to all towns with a population 
greater than 2 lakh by 2002. 
Roads: 
Q A new case of Re 1 per liter on HSD imposed to generate funds, 
which will be transferred to Central Road Fund. Most of it will be 
used for development and maintenance of State Roads and 
National Highway etc. 
Q Model Concession Agreement for BOT road project more than Rs. 
100 crore and less than Rs. 100 crore finalized. 
Railways: 
Q Indian Railway Catering & Tourism Corporation (IRTC) Ltd. 
incorporated as a Government Company with the objective of 
upgrading and managing rail catering and hospitality. 
• Indian Railways have issued Letters of Intent for ownership, 
operation and management of two luxury trains in private sector. 
Civil Aviation: 
a Restructuring of airports of Air Authority of India (AAI) through 
long-term leasing route. 
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Urban Infrastructure: 
Q Special Package for Housing construction and Services which will 
facilitate development of urban infrastructure. 
3.8 Foreign Investment Policy: 
Different countries are at different stages of economic 
development. From the viewpoint of our country, in a developing 
economy, investment from abroad is essential if works like a means of 
bridging the two crucial gaps; the savings gap and the foreign 
exchange gap. Besides, it serves as a vehicle for the transfer of 
modern technology. 
In order to invite foreign investment in high priority industries, 
there requires large investment and advanced technology, it has been 
decided to provide approval for direct foreign investment upto 51% 
foreign equity in such industries. "There shall be no bottlenecks of 
any kind in this process. This group of industries has generally be 
known as the 'Appendix Industries' and are areas in which FERA 
companies have already been allowed to invest on a discretionary 
basis" . 27 
Promotion of exports of Indian product calls for a systematic 
exploration of world markets possible only through intensive and 
highly professional marketing activities. The government will appoint 
a special board to negotiate with such firm so that we can engage in 
purposive negotiation with such large firms, and provide the avenues 
for large investments in the development of industries and technology 
in the national interest. (A detailed study with regard to foreign 
investment policy is critically examined in Chapter-4). 
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3.9 Tax Reforms: 
Finance ministry announced wide-ranging concessions in excise 
and customs through rationalization and restructuring of duties. The 
standard deduction for salaried class of men and women were raised. 
Tax rebates and exemptions were also made. The wealth and gift 
taxes were also reduced. A ten-year tax holiday for new industries set 
up in specified area; new power generation and distribution 
companies and electronics, hardware and software technology parks, 
were allowed. The excise duty on various items like coffee, tea, 
vanaspati, electronics items, etc. was reduced. Customs duty rates 
have also been reduced through which capital goods could be 
imported at lower cost for faster growth of economy. Some of the 
recent tax reform measures are outlined as follows: 
a Major Reforms of Central Excise. Eleven major advalorem rates of 
excise duty reduced to 3 per cent, namely, a central rate of 16 per 
cent, a merit rate of 6 per cent and a demerit rate of 24 per cent. 
a The cap on MODVAT credit of 95 per cent of the admissible 
amount was lifted and restored to 100 per cent. 
a Reduction in peak protective customs tariff from 45 per cent to 40 
per cent. 
Q Seven major advalorem rates of customs duty, namely 5 per cent, 
10 per cent, 20 per cent, 25 per cent, 30 per cent, 35 per cent 
and 40 per cent were rationalized to 5 advalorem rates, namely, 5 
per cent, 15 per cent, 25 per cent, 35 per cent and 40 per cent. 
Q The provisions relating to amalgamation of companies were 
rationalized by relaxing the existing conditions for carry forward 
and set off of accumulated losses and unabsorbed depreciation. In 
addition new provisions making demerger of companies tax-neutral 
have been provided. 
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a With a view to expand the tax base, "One-by-Six" criteria 
introduced in the 1998-99 budget for identifying potential tax 
assesses was extended to 19 more cities (from 35) having 
population of more than 5 lakh. 
a Tax holiday benefit extended for cold chains and storage facilities 
to promote agro-processing. 
a Export entertainment industry products given facilities and tax 
benefits similar to those for export of goods and merchandise 
under Section 80HHC. 
a Historic decision taken to implement domestic trade tax reforms. 
All States and UTs to implement uniform floor rates of Sales tax 
by January 1, 2000 and VAT by April 1, 2001. Sales tax 
incentives to be phased out by January 1, 2000. 
3.10 SEBI And The Globalization of Capital Market: 
Securities and Exchange Board of India (SEBI) was constituted 
with the objective of promoting orderly and healthy development of 
the securities market and to provide adequate investor protection. It 
aims to remove the unhealthy practices prevalent in Indian capital 
market and create an environment to facilitate mobilization of 
resources through the securities market. Thus, the Board plays a dual 
role by adapting regulatory functions as well as playing an important 
development role. 
The main function of the SEBI is to deal with all the matters 
relating to development and regulation of securities market and 
investor protection and to advise the government on all these 
matters. SEBI was given statutory status and powers through an 
Ordinance promulgated on January 30"" 1992. The Ordinance was 
replaced by an Act of Parliament on 4 April 1992. Under the Act, 
SEBI has been assigned the following main functions: 
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a) regulating the business in stock exchange and other securities 
markets; 
b) registering and regulating the working of stock brokers, sub-
brokers, share transfer agents, bankers to an issue, trustees of 
trust deeds, registrars, merchant bankers, underwriters, portfolio 
managers and other intermediaries associated with the securities 
markets; 
c) registering and regulating the working of collective investment 
schemes including mutual funds; 
d) promoting and regulating the self-regulatory organization; 
e) prohibiting fraudulent and unfair trade practices relating to 
securities markets; 
f) promoting investors education and training of intermediaries of 
securities market; 
g) prohibiting insider trading in securities and 
h) regulating substantial acquisition of share and takeover of 
companies. 
The Indian capital market witnessed substantial development as a 
sequel to the liberalization of Indian economy. The total number of 
stock exchanges increased from 9 to 22. The major developments in 
the capital market are: 
(a) the setting up of OCTCEI and National Stock Exchange, 
(b) the entry of many public sector corporations into the market for 
raising debt and equity, 
(c) the entry of several mutual funds including some in the private 
sectors and the development of strong investor preference in their 
favour, 
(d) the growth of intermediaries, such as. Merchant Bankers, and 
Underwriters, 
(e) the establishment of Rating Agencies, 
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(f) the repeal of Capital Issues Control Act, and 
Q The Securities Laws (Amendment) Bill, 1999 passed by the 
Parliament incorporating derivatives and units of Collective 
Investment Scheme (CIS) in the definition of securities in the 
Securities Contract Regulation Act, 1956. 
a CIS Regulations were notified in October 1999. 
Q Announcement of calendar for issue of Treasury Bills and re-
introduction of 182-day Treasury Bills. 
a Rolling Settlement has been introduced in 10 select scrips. 
a Companies given freedom to determine par value of shares 
issued by them. 
3.11 Banking Sector Reform - Agenda And Progress: 
Since 1991 the Government of India has been witnessing the 
behavior of the Indian financial system and recommended reform 
measures. The most important of these is the Narasimham Committee 
(RBI: 1991), which recommended drastic changes in the behavior of 
both commercial and development banks. Briefly stated, the 
Committee felt that the efficiency in the real sector of the economy 
can not be improved without an efficient and healthy financial sector, 
and the efficiency of the financial system can be improved only 
through competition, both domestic and international, operational 
flexibility and functional autonomy. 
Accordingly, the Committee put forward a set of 
recommendations dealing with various aspects of the functioning of 
the financial system and especially the banking system. In a nutshell, 
the major recommendations of the Committee were as follows: 
a) reduction in Statutory Liquidity Ratio (SLR) from 38.5 per cent of 
demand and time liabilities of commercial banks in 1991 to 25 per 
cent; 
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b) reduction in Cash Reserve Ratio (CRR) of commercial banks from 
15 per cent of demand and time liabilities to 5 per cent; 
c) phased deregulation of administered interest rates on bank 
deposits and advances and lending of term lending institutions; 
d) phasing out the directed credit and differential interest rates to 
priority and other sectors; 
e) augmentation of capital base of commercial banks to the 
international norm of 8 per cent of deposits though public issue of 
shares; and 
f) prudential classification of assets and liabilities of commercial 
banks. 
The Committee also recommended consolidation of rural branches, 
revamping of cooperative and regional rural banking, closure of 
unviable branches of commercial banks, opening up of banking to the 
private sector in general and international competition in particular, 
greater autonomy to the managers of the state owned financial 
institutions to make profit from banking business, introduction of 
competition among banks, including state owned banks, and better 
monitoring of financial system through new regulatory agencies. 
Finally, the Committee had recommended a gradual reduction in staff 
and unviable branches. However, the Committee has not 
recommended any wholesale privatization of commercial or 
development banks. It only recommended partial divestment of equity 
to private shareholders.^® 
3 .12 Insurance Sector And Private Participation: ^^  
The Government's efforts at introducing the IRA Bill in 
Parliament to give it a legal shape and also open the sector for public 
participation received simultaneously criticism as well as 
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appreciation. For a measure to draw this sort of response, which to 
an ordinary mind appears inexplicable. The step taken should really 
be a major one. Criticism was on the ground that the Government 
thoughtlessly entered into an area where no progressive steps were 
considered necessary. The persons against the opening up say that all 
that was required to be done for the healthy existence and growth of 
insurance companies in India had already been done and no further 
progress would be needed. The appreciation of Government's efforts 
comes from a section of the society which said that at last the 
Government decided to end the monopoly of the State's insurers, 
recognize and enhance the importance of the insurance sector in 
garnering the scarce long term resources for purposes of investment 
and consequently for the development of economy. The committees 
including the Rakesh Mohan Committee which looked into 
infrastructure development plan for our country had emphasized the 
need to have long term resources to be ploughed into the basic 
infrastructures like roads, ports, airports, communication, transport 
etc. and such long term resources would become available only by 
developing a vibrant insurance market. This view is based on the fact 
that it is only from the insurance market particularly the life and the 
pension segments that long-term resources are generated - looking 
for an equally long-term media for investments. The recognition of 
this is accentuated by the fact that such long term resources have 
necessarily to be generated within the country and any borrowings 
made from outside or even within India would not make the 
proposition viable. 
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The insurance market is only a part of the overall financial 
sector which has in the recent past gone through a transformation, a 
change which had taken its place from a position of assumed 
complacency to vibrancy and vitality which it lacked earlier. It is in 
this background that one has to view the changes that have been 
taking place in the area of capital market reforms and banking sector 
reforms. 
Some of the salient features of the Insurance Regulatory and 
Development Authority Act (IRDAA), 1999 are as follows: 
Q The insurance sector in India has been thrown open to the private 
sector. The second and third schedules of the Act provide for 
removal of exclusive privilege of existing corporations/companies 
to do life and general insurance businesses. 
a An Indian insurance company is a company registered under the 
Companies Act, 1956 in which foreign equity does not exceed 26 
per cent of the total equity shareholding, including the equity 
shareholding of Nori-Resident Indians (NRIs), Foreign Institutional 
Investors (FIIs) and Overseas Corporate Bodies (OCBs). 
a After the commencement of an insurance company, the Indian 
promoters can hold more than 26 per cent of the total equity 
holding for a period of ten years, the balance shares being held by 
non-promoter Indian share holders which will not include equity of 
the foreign promoters, and share holding of FIIs, NRIs and OCBs. 
a After the permissible period of ten years, excess equity above the 
prescribed level of 26 per cent will be disinvested as per a phased 
programme to be indicated by IRDA. The Central Government is 
empowered to extend the period of ten years in individual cases 
and also to provide for higher ceiling on share holding of Indian 
promoters in excess of which disinvestment will be required. 
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a On foreign promoters, the maximum of 26 per cent will always be 
operational. They will, thus, be unable to hold any equity beyond 
this ceiling at any stage. 
a The Act gives statutory status for the Interim Insurance regulatory 
Authority (IRA) set up by the Central Government through 
Resolution in January 1996. 
a All the powers presently being exercised under the Insurance Act, 
1938 by the Controller of Insurance (COl) will be transferred to 
the Insurance Regulatory and Development Authority (IRDA). 
a The IRDA Act also provides for the appointment of COI by the 
Central Government when the Regulatory Authority is superseded. 
Q The minimum amount of paid-up equity capital is Rs. 100 crorc in 
case of life insurance as well as general insurance and Rs. 200 
crore in case of re-insurance. 
Q Solvency margin (excess of assets over-liabilities) is fixed at not 
less than Rs. 50 crore for life as well as general insurers; for 
reinsurance solvency margin stipulated at not less than Rs. 100 
crore in each case. 
Q Insurance companies will deposit Rs. 10 crore as security deposit 
before starting their business. 
a In the non-life sector, IRDA would give preference to companies 
providing health insurance. 
a Safeguards for poUcy holders' funds include specific provision 
prohibiting investment of policy holders funds' outside India and 
provision for investment of funds in accordance with policy 
directions of the IRDA, including social and infrastructure 
investments. 
a Every insurer shall provide life insurance or general insurance 
policies (including insurance for crops) to the persons residing in 
the rural sector, workers in the unorganized or informal sector or 
for economically vulnerable or backward classes of the society and 
other categories of persons as may be specified by regulations 
made by IRDA. 
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a Failure to fulfill the social obligations would attract a fine of Rs. 
25 lakh, in case the obligations are still not fulfilled, license would 
be cancelled. 
3.13 Fiscal Reforms: 
Economic reforms in India, which were initiated in 1991, had 
two objectives: stabilization and structural adjustment. Stabilization 
was necessary to correct the macro economic imbalances, which 
periodically destabilize the Indian economy, such as, high inflation, 
unsustainable fiscal deficit and current account deficit, acute foreign 
exchange shortage and balance of payments problem. Although the 
need for a reform in India was felt for quite some time the actual 
reform measures began only after an acute foreign exchange crisis in 
early 1990s. 
The Structural Adjustment Programme (SAP), that followed was 
initiated with the twin objectives of preventing recurring macro 
economic imbalances on the one hand, and acceleration of long-run 
growth of income and standard of living on the other. Both 
stabilization and structural adjustment programmes emphasized 
liberalization and globalization as principal instruments of achieving 
these goals. 
The economic reform in India, as in most developing countries, 
began with a financial support from the International Monetary Fund 
(IMF) and the World Bank. The broad framework of the reform is 
therefore the IMF-World Bank sponsored Structural Adjustment 
Programme (SAP). The design and sequencing of the reform however 
needed some adjustments to suit the Indian economic conditions, 
including political economy. 
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In a nutshell, the Government has so far deregulated private 
investment in all but a few sensitive sectors (defence, natural 
resources and environment), withdrawn restrictions on monopoly and 
big business houses. It restricted the scope of new pubhc enterprises 
only in the core sectors, open the scope of private investment in 
many sectors hitherto reserved to only public sectors - such as 
power, telecommunications and other infrastructures - divested 
shares of some public enterprises, lowered personal tax rates and 
abolished tax on dividend income, reduced excise and import duties, 
delicensed imports of most capital and intermediate goods, and-
liberalised inflows of foreign capital, not only foreign direct 
investment (FDI) but also portfolio capital. 
Financial sector reform is very intricately related to the fiscal 
reform. In a controlled economy the budget constraint forces the 
government to retain the hold over the financial system. Without an 
easy accessibility of funds from the financial system the government 
cannot satisfy diversified political and economic interests. High fiscal 
therefore often becomes a major obstacle to financial reform. 
When economic reforms were initiated in India in 1 9 9 1 , fiscal 
deficit was quite high. It was felt that without a fiscal correction the 
economy could neither stabilize nor accelerate. Fiscal imbalance can 
be corrected by either raising tax and non-tax resources or by 
reducing expenditures. The Structural Adjustment Programme (SAP) 
emphasized mainly on the reduction of government expenditure, 
particularly, subsidies and bureaucratic expenditure. The SAP also 
disfavored public investment. It was implicitly assumed that public 
investment 'crowds out' private investment. 
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The actual implementation of SAP varied between the Centre 
and the States and also among states. The pace of fiscal reform also 
slackened over the years. At the state levels, the constraints of fiscal 
reform have become sharper, particularly for the poorer states. This 
is resulting in a vicious circle: lack of reform leads to lower 
investment and this in turn leads to poor infrastructure. 
3 . 1 4 Impact of Liberalization on TNCs In Indian Economy: 
The results of reform process were seen in many faces. First the 
control over inflation achieved because of good agricultural results 
and reduction in balance of payment due to excess of export over 
import. The inflation rate brought down from almost 18 per cent to 
the range of 5 to 6 per cent. Foreign exchange reserves are now 
beyond 25 billion dollars against 2 billion in 1 9 9 1 . The foreign loans 
are being repaid before scheduled time. Though the scam damaged 
the liquidity and temporarily raised the question of confidence, the 
controlled measures of reform process brought back the confidence of 
general public in capital market and economy. GDP has risen almost 
from nil to 5 per cent. Though reduction in tax rates and 
excise/customs duties have taken place, there is an increase in 
revenue collections, which is the sign of improved industrial activity. 
A very good environment of competition has also been established 
with the large number of transnational corporations operating in 
Indian economy. 
Through the process of joint ventures and subsidiaries the TNCs 
bring in technology besides capital and also create market for their 
products. The flurry of Ms&As by TNCs with Indian corporates is yet 
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another post-NEP period phenomenon. The TNCs are also showing a 
good deal of interest in marketing of financial services. 
In fine the economic liberalization of July 1991 is to facilitate 
the Indian economy in general and industry in particular to achieve 
international competitiveness led to the implementation of radical 
changes in India's foreign investment policy. The policy has duly 
recognized the role and importance of foreign capital and technology 
through TNCs in the industrial development of India. 
The economic reform processes albeit have resulted in 
considerable amount of creditable things, yet there are certain 
pitfalls. The major discreditable thing happened due to disinvestment 
of PSU shares. The PSU shares were disinvested at a cheaper rate 
than the market price, which led to heavy loss to the government. 
The stock market crash through bank fraud scam and disinvestment 
has proved as a curse to small and inexperienced investors, sending 
wrong signals to the foreign investors. 
3.15 Conclusion : 
It may be concluded that the reform process is benefiting the 
economy in a better way and augurs well for future. The whole 
economic scene has undergone drastic changes. The major 
achievement of the economic reforms can be reckoned with in terms 
of the control of inflation, growth for corporate sector, introduction 
of capital intensive technology for global competitiveness and 
modernization. However, there are certain neglected areas of 
economic reform, such as, agriculture, social security and health 
security etc. 
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The government has yet to initiate many vital reform measures. 
For instance, it has not privatized any public enterprise, including 
those, which grossly violated the criteria of either public goods or 
'core' industry concept. Many of them are loss making enterprises. 
Nor has the government closed any 'sick' or unviable public 
enterprises. The government has referred many of them to the BIFR 
but has yet to take any concrete step towards either privatization or 
closure. The basic problem in many of these enterprises is over 
employment. Pending either privatization or closure, the government 
could have atleast taken steps to improve efficiency and productivity 
of labour and management. But even in this respect, actions initiated 
are grossly inadequate. The divestment programme is also lopsided. 
Instead of selling shares of unwarranted enterprises the government 
has sold shares in profit making enterprises, including natural 
monopolies and core enterprises. 
Infrastructure is now open to the private - both domestic and 
foreign - investment in this sector during the reform period is 
abysmally poor. The anarchic pricing and subsidy policies together 
with institutional failure discourage private investment in 
infrastructure. 
Employment and wage policy in the public sector is another 
area where the reform has failed to make any dent. The exit policy -
with respect to both labour and industry - is to be debated at length, 
but as of now could not be implemented in either public or private 
sector. Despite deregulation, bureaucratic controls continue to thwart 
economic activities, particularly at the state and the local levels. As a 
result corruption and inefficiency continue unabated and have 
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probably increased, as would be evident from various financial 
'scams' unearthed during the 1990s. Many of these 'scams' have 
occurred before initiated of the reform but were unearthed during the 
reform years due to public interest litigations. However due to lack of 
transparency in the government functioning and the lethargic pace of 
investigation by the official investigation agencies these scams have 
often dragged for an indefinite period. Since many of these scams 
were related to dere^^ulations and divestment of shares in public 
enterprises they have given wrong signals to the genuine investors, 
both domestic and foreign. Whether because of this or not India is 
now branded as one of the most corrupt countries- in the world by 
some international rating agencies. This image has to be changed to 
a country with full of promises of galore, opportunities for trade and 
investment to attain cherished target of 7 to 8 per cent of GDP. 
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4.1 Introduction: 
The previous chapter was devoted to delve at length into all 
the facets of economic liberalization maidenly initiated in the 
middle of 90's during Mr. Rajive Gandhi's regime and the 
watershed New Economic Policy of July 1991.The NEP mainly 
purported to integrate the Indian economy with global economies 
by bringing about overall economic reforms - financial sector 
reform, banking sector reform, monetary and fiscal reforms, trade 
and investment reforms and public sector reform in terms of 
privatization and restructuring. The Research Scholar has 
observed that the policy of economic liberalization has created 
investor friendly environment, emphasizing the role of 
transnational corporations in India. The economic liberalization 
through numerous reform measures has, no doubt, opened up a 
host of vistas and opportunities for foreign investments in India 
through TNCs. 
In the present chapter. Research Scholar has proceeded to 
examine the pattern of foreign direct investment in India in both 
pre and post liberalization period. The impact of FDI on economic 
development of India has been determined by making comparison 
of pre and post-NEP period in terms of country- specific foreign 
collaborations and approvals, sectoral inflows of FDI, state - wise 
foreign collaborations and inflow of FDI, inflow of FDI under 
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various NRIs deposit schemes and foreign investment through 
global depository receipts. 
Foreign direct investment implies that the investor exerts a 
significant degree of influence on the management of the 
enterprise resident in the other economy. ' Such investment 
involves both the initial transactions between the two entities and 
all subsequent transactions between them and among foreign 
affiliates, both incorporated and unincorporated. Individuals as 
well as business entities may undertake foreign direct investment. ' 
Foreign Direct Investment (inflows and outflows) includes 
capital provided (either directly or through other related 
enterprise) by a foreign direct investor to a FDI enterprise, or 
capital received from a FDI enterprise by a foreign direct investor. 
There are three significant components of FDI. These are equity 
capital, reinvested earnings and intra-company loans.^ 
(a) Shares of an enterprise purchased by the foreign direct 
investor in a country other than its own, are known as 
equity capital investments. 
(b) Reinvested earnings comprise the direct investor 's share (in 
proportion to direct equity participation) of earnings not 
distributed as dividends by affiliates or earnings not remitted 
to the direct investor, such retained profits by affiliates are 
reinvested. 
(c) Short or long-term borrowings and loans transacted between 
direct investors (parent enterprises) and affiliate enterprises 
called as intra-company loans or intra-company debt 
transactions. 
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4.2 Early Post-Independence Period (1948-67) And TNCs 
in India -The Protective Phase: 
Soon after independence, India embarked on a strategy of 
import substituting industrialization in the framework of 
developing planning with a focus on development of local 
capability in heavy industries including the machinery-
manufacturing sector. The policy as regards participation of 
foreign capital was announced in broad terms in Government 
resolution of the 6'^ April 1948. The broad premises outlined by 
the Prime Minister for participation of foreign capital in Indian 
economy were^ 
(1) All companies, India or foreign, had to conform to the 
general requirements of the government's industrial policy. 
(2) Foreign companies will be treated on a par with Indian 
companies. 
(3) Foreign companies will be free from remittance of profits 
and repatriation of capital subject to foreign exchange 
considerations. 
(4) In case foreign companies are compulsorily acquired or 
nationalized compensation would be paid on a fair and 
equitable basis, and 
(5) As a rule the major interest ownership and effective control 
of a company should be in Indian hands. 
The foreign capital investment necessitates the utilization of 
indigenous resources. The effective and efficient use of foreign 
capital is as a catalytic agent for drawing forth-large resources for 
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domestic investments. It is desirable that such investment should 
be channeled into the- fields of high priority sectors. The broad 
principle to be followed is that foreign investments should be 
permitted in spheres where new lines of production are to be 
developed or where special types of experience and technical 
skills are required or where the volume of domestic production is 
small in relation to demand and there is no reasonable 
expectation that indigenous industry can expand at a sufficiently 
rapid pace.^ 
The foreign exchange crisis of 1957-58 led to further 
liberalization in the government 's attitude towards FDl.*' In a bid 
to attract foreign investment, a host of incentives and concessions 
were extended. The protection accorded to local manufactures 
acted as an important locational advantage encouraging market-
seeking FDI. A large number of foreign enterprises serving Indian 
market through exports started establishing manufacturing 
affiliates in the country. ' 
A number of concessions to foreign enterprises were 
extended and procedural reforms were introduced to avoid delay 
in approval of foreign collaboration. It was followed by setting up 
of an Indian Investment Center (IIC) in 1961 to bring together 
India and foreign enterpreneurs.^The question of foreign capital 
and foreign collaboration needed periodic review. In February 
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1966 , the Government appointed Mudaliar Committee to suggest 
general guidelines for cases in which foreign collaboration might 
be allowed. 
In the light of the recommendations and Government 's 
acceptance of the Mudaliar Committee on Foreign collaborations, 
new agency called the Foreign Investment Promotion Board (FIPB) 
was set up in 1968 . The Board deals with all foreign collaboration 
cases except those in which the total investment exceeds Rs. 2 
crore of equity capital and where foreign investment exceeds 40 
per cent of the issued equity capital.^ These cases were to be 
referred to the Cabinet Committee. A sub-committee of the FIPB 
was empowered to approve cases of foreign collaboration in 
which the proportion of foreign held equity did not exceed 26 per 
cent and where total equity investment was up to Rs. 10 million.'° 
4 . 3 The Restrict ive Phase : ( 1 9 6 8 - 1 9 7 9 ) And 
Transnat ional Corporat ions (TNCs) in India: 
The Government further liberalized its policy through a 
modified Industrial Licensing Policy (1970). The idea was to 
bridge the technological gaps in the Engineering and Chemical 
industries. Foreign collaboration in trading was also allowed in 
cases where the aim was to boost exports. The policy of Congress 
Government towards the TNCs/MNCs was to permit them as 
foreign collaborations in areas where the import of foreign 
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technology was imperative. If the requisite technology was 
available, no collaboration with TNCs was permitted except in 
those cases where such collaboration was aimed at export 
promotion. While all proposals to collaborate with TNCs/MNCs 
required the prior approval of the Government, each proposal was 
decided on merit.^^ 
One implication of the delegation of the power of approval 
of foreign collaborations involving up to 40 per cent foreign 
equity to the committee officials, namely, the FIPB, was that 
proposals with more than 40 per cent foreign equity were 
considered to be special cases and hence, were to be referred to 
the Cabinet Committee. This ruling encouraged the restriction of 
foreign participation to 40 per cent, and marked the beginning of 
the phase of restricting foreign equity to this level. 
From February 1972 the government began approving the 
expansion plans of those companies with majority foreign equity, 
subject to their accepting a dilution of foreign equity by raising a 
certain proportion of the estimated cost of expansion through 
issue of additional equity to Indian nationals. From 1973 onwards 
the further activities of foreign companies (along with those of 
local large industrial houses) were restricted to selected group of 
core or high priority industries.^^ 
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In the same year Foreign Exchange Regulation Act (FERA) 
came into force which required all foreign companies operating in 
India to register under Indian corporate legislation with up to 40 
per cent foreign equity. According to its preamble, FERA was 'an 
Act to consolidate and amend the law regulating certain 
payments, dealing in foreign exchange and securities, transactions 
indirectly affecting foreign exchange and the import and export of 
currency and bullion, for the conservation of the foreign exchange 
resources of the country and the proper utilization thereof in the 
interest of the economic development of the country. '^ 
All such companies that existed when FERA came into force 
(on 1" January 1974) were required to obtain RBI permission to 
continue their business. The permission was subject to the 
Indianization or dilution of their foreign equity as per government 
guidelines for implementation of the Act issued in 1973 and 
amended in 1976. These guidelines required Foreign Business to 
transfer all the business to Indian companies that had up to 40 
per cent foreign equity. The Act allowed only a limited number of 
companies engaged in specified activities to have more than 40 
per cent foreign equity. Only these companies were to be given 
differential treatment under the industrial licensing policy. All 
other companies incorporated in India with foreign equity up to 
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40 per cent would be free to expand, diversify, and operate in 
any field, like any local company.^'' 
4.4 The 1980 ' s Cautious Deregulation And TNCs In India 
Almost throughout the decade of 1970's the government's 
attention was focused on the enforcement of FERA. Towards the 
end of the decade, however, India's failure to significantly step up 
the volume proportion of manufactured exports in the context of 
the second oil price shock began to worry policy makers. It led to 
the realization that the international competitiveness of Indian 
goods was poor because of growing technological obsolescence 
and inferior product quality, limited range and high cost. These 
are in part due to highly protected market.^^ 
The Industrial Policy Statements of 1980 and 1982, for 
instance, announced a liberalization of licensing rules, a host of 
incentives, and exemption from foreign equity restrictions under 
FERA to 100 percent Export Oriented Units (EOUs). The import-
export in these years greatly liberalized the import of raw 
materials and capital goods by gradually expanding the list of 
items. On the opening of General License (OGL), in 1984 nearly 
150 items and in 1985, 200 capital goods were added to the OGL 
List. Tariffs on imports of various capital goods were also 
slashed. Restrictions on imports of various capital goods were 
also slashed and restrictions on imports of designs and drawings 
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were removed.^^ Rules concerning payment of royalties and lump 
sum technical fees were also relaxed. Tax rates on royalties were 
reduced from 40 per cent to 30 per cent in the 1986 budget.^^ 
A degree of flexibility was introduced in the policy 
concerning foreign equity participation, and exception to the 
general ceiling of 40 percent on foreign equity were allowed on 
the merit of individual investment proposals.^® To facilitate the 
flow of superior technology to existing industry the Cabinet 
Committee on Economic Affairs (CCEA) decided in December 
1986 to permit foreign equity participation even in existing 
Indian companies employing superior technology. The equity 
participation under the new policy was, however, to be subject to 
certain conditions intended to make sure that this objective was 
fulfilled.'" 
A number of steps were taken to remove procedural 
bottlenecks in 1989 . Customs tariffs on general projects, and 
machinery and components were reduced by 10 per cent, 
concessions in tariffs in the electronic sector were extended to 35 
more types of equipment in the February 1989 budget. The 
Technical Development Fund (TDF) scheme was liberalized in 
April 1988 and March 1989 to allow for import of technology and 
capital goods up to the foreign exchange equivalent of Rs. 30 
million with a provision for further relaxation in deserving 
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cases.^° Approvals for opening liaison offices by foreign 
companies in India were liberalized and procedures for outward 
remittances of royalties, technical fees, and dividends were 
streamlined. New procedures were introduced enabling direct 
application by a foreign investor even before choosing an Indian 
partner. 
During 1980's, to promote investments by non-resident 
Indians (NRI's) and entities owned predominantly (60 per cent or 
more) by NRIs and Overseas Corporate Bodies (OCBs) the 
Government granted special incentives for NRI/OCB investment 
into India. In general NRIs/OCBs were allowed to invest freely in 
Indian companies without the need for a technology transfer. 100 
per cent foreign equity was permitted if the investment was on a 
non-repatriable basis. India welcomes FDI in all manufacturing 
industries except eight industries (arms and ammunition, atomic 
energy, mining, railways, etc) reserved for state owned 
enterprises. The policy regarding FDI in service industries is 
generally less clearly defined, though FDI is also automatically 
permitted in holding companies engaged primarily in export 
activity and in hotels/tourism related industries.^^ 
The data set out in table-1 reveals that after independence, 
the government of India accorded approval to over 14 thousands 
new foreign collaborations during the period 1948-90, and over 3 
I l l 
thousand cases involving financial investment in the form of 
equity participation during the period 1961-90. It is noticeable 
that the foreign approvals and foreign investments, in the 80's 
are the highest, even as compared to the combined number of 
approvals of the rest of the previous decades. 
Tablc-1 
Number of Foreign Collaborations with Cases Involving 
Financial Investments (From 1 9 4 8 - 6 0 to 1981-90 ) 
Years 
1948-60 
1961-70 
1971-80 
1981-90 
Total Number of Cases Involving 
Foreign Collaborations 
1080 
2475 
3041 
7436 
Financial Investments 
-
800 
418 
1842 
Source: Monthli; Commentari;, Blue Supplement, Oct.1993, p. III. 
When the first survey of India's international assets and 
liabilities was conducted in mid-1948, the stock of foreign 
investment in the country stood at Rs. 2,560 million, mostly 
belonging to the British origin. Bulk of this FDI was concentrated 
in export oriented raw materials, extractive and service sector. By 
1990, the stock of FDI in India went up to Rs. 27,050 million. 
During this period not only the magnitude but also the sectoral 
composition, sources and organizational forms of investment have 
taken a tremendous change. 
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Table-2 presents the sectoral distribution of the stocks of 
FDI for the financial year 1948 , 1 9 6 1 , 1974 , 1980 and 1990. It 
is worth noticing that the sectoral distribution of foreign direct 
investment was in process of change since 1948 . The foreign 
investments in plantation and mining were on the decline in terms 
of their relative importance. Since 1980 , however plantation has 
marginally improved their share. There is a galloping increase in 
the manufacturing sector, from 43 per cent of FDI stock in 1 9 6 1 , 
it has increased to 85 per cent in 1990. The service sector has 
witnessed a declining trend till 1980, however services have 
marginally improved their share in the 90 ' s . Almost all the inflows 
of FDI to the country after 1961 were directed toward the 
manufacturing sector, while the dis-investment took place in other 
sectors. 
Due to the changing policies and attitude of the government 
towards foreign investment, there is a variation in the number of 
foreign collaborations approved during the period under review. 
Table-3 indicates three variations for different periods: 
a. average number of foreign collaboration approved during 
the period. 
b. proportion of foreign collaborations with equity 
participation. 
c. the average foreign investment involved in terms of rupees. 
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Tabic - 2 
Sectoral Distribution of the Stock of FDI in India, 1948-90 
(Percentage Distribution) 
Name of the Sector/Industry 
I. 
II. 
III. 
IV. 
V. 
Plantations and Horticulture 
Mininq 
Petroleum and Power 
Manufacturinq: 
Food and beveraqes 
Textile Products 
Machinery and Machine Tools 
Chemicals 
Services: 
(Telecommunication, Finance & 
Banking, Hotels & Tourism, 
Transport, Consultancy and other 
Services) 
FDI Stock as in March 
1948 
19.7 
4.4 
8.4 
26.1 
3.8 
10.6 
5.7 
3.0 
40.8 
1961 
15.2 
1.8 
22.5 
43.3 
5.3 
3.1 
20.1 
7.9 
17.2 
1974 
11.7 
0.8 
14.7 
68.4 
8.2 
6.7 
19.8 
21.1 
4.4 
1980 
4.1 
0.8 
3.9 
87.1 
4.1 
3.5 
36.3 
32.3 
4.1 
1990 
9.5 
0.3 
0.1 
84.9 
6.0 
3.4 
13.1 
28.4 
5.2 
Source: Compiled from Reserve Bank of India Bulletin, April 1985; 
RBI, India's Foreign Liabilities and Assets as on March 31, 
1990 and Reserve Bank of India Bulletin, August, 1993. 
Tablc-3 
Summary of Foreign Collaboration Approvals (1948-90) 
Period 
1948-58 
1959-66 
1967-79 
1980-88 
1989-90 
Average Number of 
Collaborations 
Approved Per Year 
62 
297 
242 
744 
635 
Those with Foreign Equity 
Average Number 
Per Year 
28 
108 
39 
170 
194 
Proportion in 
Total 
45.16 
36.36 
16.11 
22.80 
30.55 
Average Foreign 
Investment 
Involved Per 
Year (Rs. in 
MiUion) 
NA 
NA 
53.62 
930.84 
2224.95 
Source: Compiled from Reserve Bank of India, Collaboration of Indian Industries, Second 
Survey Report, 1974, and Ministry of Industry, SIA Newsletters. 
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The gradual liberalization of foreign investment policy in the 
early post-independence period in the wake of the economic crisis 
of the late 1950's resulted in a rapid increase in the number of 
collaborations approved from 62 during 1948- 58, it went up to 
297 during 1959-66 - an increase of about 380 per cent. The 
restrictive posture adopted by the government during 1967-79 
brought down the number of approvals from 297 during 1959-66, 
to 242 during 1967-79. The foreign equity participation has also 
shrunk down from 36.36 per cent during 1959-66 to just 16.11 
per cent during 1967-79. The liberalization policy of foreign 
investment in the 1980's resulted into the improvement in the 
number of approvals from 242 during 1967-79 to 747 during 
1980-88. There is also a sharp increase in the number of foreign 
equity participation, it increased from 16.11 per cent to 22.80 
per cent during the period under reference. The average foreign 
investment involved per year also increased from Rs. 53.62 
million during 1967-79 to Rs. 930.84 million during 1980-88 -
registering an increase of about whopping 1624 per cent. 
The political instability during the period 1989-90 has 
brought down the average number of approvals from 744 to 635 
during the period under reference. The number of approvals with 
foreign equity, as well as the average foreign investment involved, 
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however, was considerably higher than the preceding period as 
under review. 
The survey of Reserve Bank of India with regard to assets 
and liabilities of corporate, industrial and commercial undertaking 
reveals the inflow of Foreign Investment in India since 1948, 
through various modes of Direct Investment (Table-4). 
Table-4 
Stock of Foreign Investment in India, 1948-90 
(Rs. in Million) 
Period 
Mid 1948 
End 1955 
End 1961 
March 1965 
March 1970 
March 1975 
March 1980 
March 1990 
Direct Investment 
Branches 
(100% Owned) 
14.6 
24.3 
27.0 
26.2 
22.3 
22.7 
6.0 
28.2 
Subsidiaries 
(100% Owned) 
4.5 
11.9 
20.7 
26.8 
37.3 
51.7 
45.5 
47.2 
Others (50% Owned) 
4.0 
2.4 
5.0 
8.2 
13.9 
22.9 
41.8 
59.2 
Portfolio 
5.7 
3.9 
4.3 
5.5 
9.4 
10.8 
12.2 
15.7 
Total 
28.8 
42.5 
57.0 
66.6 
82.9 
108.1 
105.5 
150.3 
Source: Compiled from Various Reports of Reserve Bank of India. 
From the table it is discernible that the direct investment 
made through 100% Owned Subsidiary goes on increasing since 
independence. It is the case with the investment with 50% Owned 
Subsidiary, except in 1955. Portfolio investment was very minor 
up till 1980. The total direct investment takes a leap jump in 
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1975 to reach the level of Rs. 108 .1 million from Rs. 82 .9 
million in 1970 . The total foreign investment rose to 150 .3 
million in 1990 from Rs. 105 .5 million in 1980 - registering an 
increase of approximately 43 per cent. 
The country -wise break-up of the collaboration approved 
by the home country is shown in Table-5. The table reveals 
fluctuating pattern for most of the countries similar to those 
observed with respect to the total number of collaborations. The 
major change that has taken place is the decline in the foreign 
investment from the UK. On the contrary, the USA's shares 
which was less in 1956-60 increased to 2 4 . 5 5 per cent in 1986-
90. During the period under reference West Germany's 
investment in the total has registered an increasing trend. The 
closer scrutiny of the table reveals that the other four countries 
under reference i.e. France, Italy, Japan and Switzerland has 
registered fluctuating investment trends. The reason for this is 
attributed to a comparatively small number of technical-cum-
financial collaborations during the period under review. 
Table-6 summarizes the number of foreign investment 
involved by some selected countries during the period 1956-1990 . 
The USA is the major investor by deploying the highest amount of 
investment to the tune of about RS. 696 .02 million, leaving back 
UK with the investment of Rs .582 .62 million to the second place. 
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Table-6 
Amount of Foreign Investment Involved by Some Selected Countries 
During 1956-1990 
Countries 
UK 
USA 
West Germany 
France 
Italy 
Japan 
Switzerland 
Total 
Rs. In Million 
582.62 
696.02 
482.61 
202.21 
186.32 
293.51 
226.59 
2669.88 
Percentage 
21.82 
26.07 
18.08 
7.57 
6.98 
10.99 
8.49 
100.00 
Source: Compiled from Indian Investment Centre, New Delhi. 
West Germany, which had no investment in 1948, had 
increased its share of investment to 18.08 per cent in 1990 with 
the total investment of Rs. 482.61 milHon. It is note- worthy that 
the amount of collaboration agreements concluded with Japanese 
companies rose steadily after 1981 and reached a level of total 
investment of Rs. 293.51 million, accounting for 10.99 per cent 
of the total investment. France, Italy and Switzerland are prone to 
considerable fluctuations in their pattern of investments during 
the period under review. 
4.5 Transnational Corporations (TNCs) And Foreign Direct 
Investment During New Economic Policy Regime (1991) : 
India has sought to increase inflows of foreign direct 
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investment (FDI) with much liberal policy since 1991 after four 
decades of protective, regulatory and cautious foreign investment 
policies. In July 1991 a new government headed by Mr. 
Narasimha Rao initiated a programme of macro-economic 
stabilization and structural adjustment to achieve, in the course of 
the next five to ten years, a liberalized trade regime. Indian 
economy has now been exposed to change. No important area 
remained unaffected. FDI is a significant area where changes have 
been made. The main thrust of the new economic policy is to 
evolve regulatory measures designed to extract the maximum 
benefits per unit of foreign investment for the host country and 
the promotional measures designed to maximize the flow of 
foreign investments^. For this, a foreign Investment promotion 
Board (FIPB) headed by the principal secretary. Industry 
(Department of Industrial Policy and Promotion) to the prime 
minister was set up to invite and facilitate investment in India by 
international companies. The FIPB was authorized to provide a 
single window clearance for all project proposals considered by 
it.s^ On the other hand, the Reserve Bank of India (RBI) accords 
automatic approvals to all proposals where the foreign investment 
in the equity capital is upto 50 per cent or 51 per cent or 74 per 
cent depending upon the norms applicable to the industry. The 
automatic approval of the RBI includes exemption from the 
operation of provisions of the Foreign Exchange Regulation Act, 
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1973 wherever applicable^". All other proposals for foreign 
investment which do not fulfill any or all of the parameters 
prescribed for automatic approval are considered for approval on 
merit by the Government. 
All proposals involving foreign investment require approval. 
There are two routes available for obtaining the approval. One 
route covers automatic approval cases which are approved by the 
Reserve Bank of India (RBI). The second route covers all other 
cases, which are dealt with by the Foreign Investment Promotion 
Board (FIPB)/Secretariats for Industrial Assistance (SIA). 
A comprehensive List of Sectoral Foreign Investment Policy 
Package is given as follows:^^ 
S.No. Sector Guidelines 
1. Banking NRI 40% Foreign Investment up to 20% is 
permitted. 
2. Non-banking (i) Up to 51% of foreign equity, US 
dollar Financial Companies 0.5 million is 
to be brought up front. 
(NBFCs) (ii) For foreign equity beyond 51% but up 
to 75% is necessary that foreign 
investment should be minimum US$ 5 
million and it should come in one lot. 
(iii) For foreign investment beyond 75% 
minimum foreign investment should be 
US$ 50 million, out of which US$7.5 
million to be brought up front and the 
balance in 24 months. 100%, NBFCs to 
act as holding company and specific 
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3. Civil Aviation 
4. Power 
5. Telecommu-
nications 
6. Drugs and 
Pharmaceutical 
7. Petroleum 
8. Real Estate 
activities to be undertaken by step down 
subsidiaries with minimum 25% domestic 
equity. 10% domestic equity to be brought 
up front and balance over 24 months. 
In the domestic Airlines sector: 
(i) Foreign equity up to 40% permitted. 
No direct or indirect equity participation 
by foreign airlines is allowed. 
(ii) 100% by NRIs. 
Foreign investment in power sector can 
either be in the form of a joint venture 
with an Indian partner or as a fully-owned 
operation with 100% foreign equity. 
In basic, Cellular Mobile, paging and 
value 
added services, FDI is limited to 49% 
subject to grant of license from 
Department of Telecommunication. No 
Limit in the manufacturing sector. 
Foreign investment up to 51% in the 
case of bulk drugs, their intermediates 
and formulations thereof (except those 
produced by the use of recombinant DNA 
technology) are granted automatic 
approval by the RBI. Others proposals are 
considered on merit on a case by case 
basis by the Government manufacturing 
activity essential for FDI above 51% as 
per Drug Policy. 
Foreign companies can invest up to 100% 
of equity in any venture in petroleum 
sector. 
No foreign investment in this sector is 
permitted. NRIs/OCBs are allowed. 
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9. Roads and 
Highways 
10. Ports 
11. Tourism 
12. Mining 
Private sector including foreign equity 
participation up to 100% in the highways 
is envisaged on Build Operate and 
Transfer (BOT) concept 
(i) Up to 100% Foreign Direct Investment 
allowed for Build Operate and Transfer 
(BOT) projects. 
(ii) Automatic Approval up to 74% 
Foreign Direct Investment by RBI. 
this is a sector with immense possibilities 
for foreign investment. 100% foreign 
equity is permissible in the sector and 
automatic approvals are also granted by 
the RBI for foreign equity up to 51% and 
subject to specified parameters. 
(i) Foreign equity participation of up to 
50% in the mining sector would be 
automatic, except for gold, silver, 
diamonds and precious stones. 
(ii) For gold, silver, diamonds and 
precious stones, approvals would be 
given keeping in view inter alia, the 
following parameters. 
(a) The size of the project 
(b) Commitment of external resources 
for funding project cost. 
(c) Track record of the company in 
the mining sector. 
(d) The level of technology sought to 
be employed in the project. 
(e) Financial strength of the company. 
(f) Level of the Indian equity in the 
joint venture at the mining stage 
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for the joint venture 
partner/Indian partner. 
For companies which seek to set up 
100% wholly owned subsidiaries, 
permission may be given subject to 
the condition, that in case the 
company wishes to enter into a joint 
venture for investment in mining, 
have a foreign equity holding in 
excess of 50% is envisaged, prior 
approval of the FIPB would be taken. 
13. Coal and Lignite While this sector is reserved for the public 
sector, private and foreign investment is 
permitted in coal for captive consumption 
only (generation of power) and for 
washeries, etc. 
14. Venture Capital An offshore venture capital company may 
Funds contribute 100% of the capital of a domestic venture 
capital fund and may also set up a 
domestic asset management company to 
manage the funds. VCFs and VCCs are 
permitted up to 40% of the paid up 
corpus of the domestic VCF/VCC. 
4.6 Investment Norms for Non-Resident Indians (NRIs)/ 
PIOs/OCBs: 
The Reserve Bank of India has granted general permission 
to NRls/PIOs/ OCBs, for undertaking direct investments in Indian 
companies, for purchase of shares under portfolio Investment 
Scheme, for investment in companies and proprietorship/ 
partnership concerns on non-repatriation basis and for 
remittances of current income. NRIs/PIOs/OCBs do not have to 
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seek specific permission for approved activities under this 
schemes.^^ 
NRIs and OCBs can also directly invest in Indian companies 
by way of equity participation under following schemes.^^ 
1. Investment with 100% repatriation benefits (100% scheme). 
2. Investment with 100% repatriation benefits less than 51% 
scheme. 
3. Investment with 100% repatriation benefits up to 24% 
equity. 
4. Investment with government approval. 
5. Other Investment up to 100% equity without repatriation 
benefits. 
6. Other Investment with repatriation benefits. 
7. Other Investment without repatriation benefits. 
Table-7 provides informations about foreign collaborations 
approvals by three important routes, i.e. SIA, RBI and FIPB, 
during 1991-2000. The table is divided into two parts. Part first 
gives a detailed account as regards number of foreign 
collaborations approvals. Part second presents total amount of 
foreign investment approved by all three routes. It is discernible 
from the table that number of foreign collaborations via SIA has 
registered a declining trend, it was highest to the number of 760 
in 1991, which plummeted to the extent of 167 in 1997. 
However, from 1998 onward the collaborations via SIA seem to 
have picked up registering a rising trend. Total number of 
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foreign collaborations approved during the period under reference 
accounts to 3640 through SIA route. Foreign approval via RBI 
has registered wavering trend during the period under reference. 
It was the highest (801) in 1997 and lowest (432) in 1998.Total 
number of foreign collaboration approvals approved during the 
period under reference accounts for 5684 through RBI route. 
Foreign collaboration approval has witnessed highest number of 
approvals through FIPB, which accounted to 7774 during 1991-
2000 . It can be inferred from the table that FIPB route is 
accessible by the foreign investors. 
Part second of the table provides statistical information with 
regard to total amount of foreign investment approved by SIA, 
RBI and FIPB during 1991-2000 . It is indicated from the table 
that foreign investment approved by SIA during the period under 
review has registered fluctuating trends. It is highest (Rs. 11.8 
billion) during 1996 and the lowest nil in 1999 . Investment 
through RBI has registered wavering trends, it is highest (Rs. 92.7 
billion) in the year 1997 and lowest (Rs. 1.4 billion) in the year 
1 9 9 1 . Investment through FIPB has registered a rising trend up to 
the year 1997 then has registered a declining trend during the 
next two years. It is the highest (Rs. 453 .0 billion) in 1997 , and 
the lowest (Rs. 0.3 billion) in 1 9 9 1 . It can be inferred from the 
table that overall investment trend through these routes has 
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declined in the year 1998 due to Asian financial crisis. Most of 
the investment has been witnessed to be routed through FIPB 
during the period under reference. Total investment through all 
three routes amounted to Rs 2126.7 billion during 1991-2000, 
out of this, Rs. 1944 billion i.e. 91.4 per cent has come from 
FIPB, Rs. 144.8 billion i.e. 6.8 per cent through RBI and the 
remaining Rs. 37.8 billion i.e. 1.8 per cent via SIA route. 
Tabic - 7 
Foreign Collaboration Approvals - Comparative Statements 
(1991- 2000) 
Total No. 
of 
Foreign 
Collaboration 
Approvals by 
SIA 
RBI 
FIPB 
TOTAL 
Total Amount of 
Foreign 
Investment 
Approved by 
(Rs. in Billion) 
SIA 
RBI 
FIPB 
TOTAL 
1991 
760 
188 
2 
950 
1992 
585 
736 
199 
1520 
1993 
307 
676 
493 
1476 
1994 
382 
702 
770 
1854 
1995 
593 
799 
945 
2337 
1996 
410 
719 
1174 
2303 
1997 
167 
801 
1357 
2325 
1998 
193 
432 
1161 
1788 
1999 
221 
571 
1432 
2224 
2000* 
22 
60 
241 
323 
Total 
3640 
5684 
7774 
17098# 
3.6 
1.4 
0.3 
5.3 
4.2 
7.8 
26.9 
38.9 
1.6 
6.6 
80.4 
88.6 
3.2 
5.3 
133.4 
141.9 
3.0 
5.4 
312.3 
320.7 
11.8 
12.5 
337.2 
361,5 
3.2 
92.7 
453.0 
548.9 
7.2 
1.9 
299.0 
308.1 
0.1 
9.9 
273.6 
283.7 
-0.1 
1.3 
27.8 
29.1 
37.8 
144.8 
1944 
2126.7# 
Note: (I) 1 Billion = 100 Crores 
(ii) * - Figures for 2000 updated upto 29.02.2000 
(iii) # - Incoudes 70 proposals approved by FIPB for GDRS/FCCBs 
involving of Rs. 240.37 Billion. 
Source: Compiled from SIA Newsletter, Ministry of Commerce & Industry, Government of 
India, March 2000, New Delhi. 
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Table-8 has been prepared to present a statement showing 
actual inflow of Foreign Direct Investment (FDI/NRI/OCBs/ 
Investment) received during the period January 1991 February 
2000. It is indicative from the table that actual inflow of foreign 
direct investment approved by government (FIPB, SIA routes) has 
registered an increasing trend till 1997. During 1998 foreign 
inflow through FIPB, SIA route has declined to Rs 82397.3 
million from Rs 101284 million in 1997, registering a decline of 
about 22.9 per cent. This contraction is mainly attributed to 
Asian Financial Crisis. However, these two routes are commonly 
accessible by the foreign investors, highest foreign investment 
amounting to Rs. 384238.4 million has come through this route 
during the whole period under review. 
Foreign investment approval through RBI's automatic 
channel has also registered an increasing trend, till 1997. 
However, in 1998 it has witnessed decreasing trend and again in 
1999 the investment approval has increased. Highest inflow of 
foreign direct investment, amounting to Rs 8672.2 million has 
come in 1997 under RBI's automatic approval. The total amount 
of Rs. 41911.3 million foreign investment has come during the 
period under review. 
Actual Inflow of Foreign Direct Investment under NRI's 40% 
and 100% schemes has registered an upward trend till 1996. It 
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has increased from Rs. 1602.5 million in 1991 to Rs. 20520.9 
million in 1996. However, investment through this route has 
come down to Rs. 10396.2 million in 1997. It almost decreased 
to 50 per cent over the previous year. This decreasing trend 
continued in 1998 and 1999, registering approximately 65 per 
cent decline over the previous year. 
Actual inflow of FDl under GDRs/FCCBs has mainly started 
from June 1994. In the opening year the GDRs/ADRs of Rs. 
3074.3 million has come which increased to Rs. 4498.7 million 
in 1995 and further increased to Rs. 16448.3 million in 1996. It 
is a three-fold increase over the previous year. During six years 
i.e. from 1994 to 2000 under GDR/ADR and FCCBs scheme a 
good deal of Rs, 126099.3 million of foreign investment has been 
accumulated. 
Table further reveals that the amount of inflow on transfer 
of share from Residents to Non-Residents (governed by FERA sec. 
29) was Rs. 3038.0 million in 1996 which increased to Rs. 
9540.3 million in 1997.It further increased to Rs. 40593.5 
million in 1998 however, a decline is witnessed in 1999 with an 
amount of Rs. 19608.3 million. The total amount of foreign 
investment under this route during the whole period i.e.from 
1996 to 1999 amounted to Rs. 77869.5 million. Total amount of 
foreign investment inflows under the various schemes has 
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registered an increasing trend with the highest amount being Rs. 
164, 253.3 million in 1997. In the year 1998 the total amount of 
inflow of FDI through various schemes registers a decreasing 
trend due to Asian financial crisis. The total amount of foreign 
investment through these routes amounted to Rs. 727777.1 
million, which is approximately US $ 19.86 billion during the 
period January 1991- February 2000. 
Table-9 furnishes statistical information about country-wise 
break up of FDI, NRIs/OCBs and Euro Issues approved during 
1991-2000. It is discernible from the table that USA occupies 
first position by investing Rs. 464998.31 million followed by 
Maturities Rs. 224811.49 million, UK Rs. 161508.73 million, 
South Korea Rs. 97156.01 million, Japan Rs. 92529.25 million, 
Germany Rs. 80514.06 million, Australia Rs. 65573.16 million, 
Malaysia Rs. 5621.20 million, France 50480.02 million, and 
Netherlands 47419.22 million respectively during the period 
under reference. Investment by NRI/OCBs amounted to Rs. 
80271.61 miUion followed by Euro Issues Rs. 240353.80 million 
during the period under reference. Investment made by top ten 
countries NRI/OCBs, and Euro Issues has witnessed a rising trend 
till 1997 i.e. Rs. 449461.63 million, but it plummeted to Rs. 
218585.51 million in 1998 due to Asian financial crisis and 
political instability in the country. 
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Table-10 presents analytical data about sector wise break up 
of FDI and Technical collaborations approved during the Post-NEP 
period. The total number of approvals approved in forty-one 
sectors of Indian economy during the period under review 
accounted to 16777 . Out of this, 6252 is of technical nature and 
10525 are of financial nature. Percentage share of total amount 
of foreign investment approved in different sectors registers the 
highest percentage of approvals for Fuels sector (29.87%) 
followed by Telecommunication sector (17.36%), Service Sector 
(6.83%) Metallurgical Industries (5.92%), Transport Industry 
(8.31%), Chemicals sector (5.67 %), Electrical equipment (5.87%), 
Food processing Industries (4.07%). While the lowest percentage 
of foreign investment approval is in Timber Products, which 
consists of only (0.01%) of the total number of foreign investment 
approvals. 
Table-11 provides information about state-wise breakup of 
foreign collaboration and FDI proposals approved during the post-
NEP period under review. Table reveals that out of the total 
10359 approvals, 4 5 4 5 approvals are of technical nature and 
5814 are of financial nature. The table further shows that 
Maharashtra bagged the highest number of approvals accounting 
to 1355 followed by Tamil Nadu (812), Karnata (689) Gujrat 
(548), Delhi (512), Andra Pradesh (439), Haryana (414). 
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Table-10 
Sector-Wise Breakup of Foreign Investment and Technical 
Collaborations Approved During the Post-NEP Policy Period 
(From 01.08.91 to 29.02.2000) 
(Rs. in Million) 
s. 
No 
I. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
Name of Industry 
Metallurgical Industries 
Fuels 
Boilers and Steam Generating Plants 
Prime Movers Other Than Electrical 
Electricals Equipment 
Telecommunications. 
Transport Industry 
Industrial Machinery 
Machine Tools 
Agricultural Macliinety 
Eaith-Moving Machinery 
Miscellaneous Mechanical & 
Engineering 
Commercial, Office and Household 
Equipment 
Medical and Surgical Appliances 
Industrial Instruments 
Scientific Instruments 
Mathematical, Surveying and Drawing 
Fertilizers 
Chemicals 
Photographic Raw Fihn And Paper 
Dye-stuffs 
Drugs and Pharmaceuticals 
Textiles 
No. of Approvals 
Total 
602 
688 
75 
61 
3066 
599 
1134 
1273 
185 
41 
59 
713 
81 
76 
167 
41 
6 
64 
1502 
25 
19 
358 
633 
Tech. 
323 
215 
42 
38 
1061 
113 
501 
778 
85 
30 
35 
293 
30 
24 
95 
14 
2 
57 
741 
10 
3 
196 
126 
Fin. 
279 
473 
33 
23 
2005 
486 
633 
495 
100 
11 
24 
420 
51 
52 
72 
27 
4 
7 
761 
15 
16 
162 
507 
Amount of 
FDI 
Approved 
125758.94 
634864.73 
1466.61 
917.24 
124909.81 
369072.95 
176600.49 
22560.62 
3757.59 
4348.39 
857.46 
14245.98 
11512.64 
2501.24 
1215.25 
617.31 
383.70 
2468.85 
120515.91 
2366.87 
1112.18 
9012.09 
32137.49 
%to 
Total 
Amount 
Approved 
5.92 
29.87 
0.07 
0.04 
5.87 
17.36 
8.31 
1.06 
0.18 
0.20 
0.04 
0.67 
0.54 
0.12 
0.06 
0.03 
0.02 
0.12 
5.67 
0.11 
0.05 
0.42 
1.51 
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24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 
40. 
41. 
42. 
Paper Products 
Sugar 
Fermentation Industries 
Food Processing Industries 
Vegetable Oils and Vanaspati 
Cosmetics and Toilet Preparations 
Rubber Goods 
Leather Goods and Pickers 
Glue And Gelatin 
Glass 
Ceramics 
Cement and Gypsum Products 
Timber Products 
Defence Industries 
Consultancy Services 
Service Sector 
Hotel and Tourism 
Trading 
Miscellaneous Industries 
GRAND TOTAL 
170 
7 
61 
758 
40 
51 
196 
181 
2 
97 
206 
90 
13 
5 
532 
741 
400 
417 
1343 
16777 
63 
1 
19 
139 
3 
16 
99 
35 
0 
32 
57 
37 
2 
4 
91 
43 
135 
18 
646 
6252 
107 
6 
42 
619 
37 
35 
97 
146 
2 
65 
149 
53 
11 
1 
441 
698 
265 
399 
697 
10525 
31147.85 
10007.50 
11277.33 
86542.31 
2422.31 
3374.23 
11812.02 
3011.79 
12.00 
17756.08 
8740.44 
13836.89 
178.21 
34.70 
19655.05 
145106.04 
42787.69 
17822.16 
36993.32 
2125692.27 
1.51 
0.47 
0.53 
4.07 
0.11 
0.16 
0.56 
0.14 
0.00 
0.84 
0.41 
0.65 
0.01 
0.00 
0.92 
6.83 
2.01 
0.84 
1.74 
100.00 
Source: SIA Newsletter, Ministry 
Government of India, March 
of Commerce and Industry, 
2000, New Delhi. 
Delhi has received 24 per cent of total amount approved 
followed by Maharashtra 17.56 per cent, Karnatka 7.6 per cent, 
Tamil Nadu 7.58 per cent, Madhya Pradesh 7.30 per cent, West 
Bengal 7.27 per cent, Orissa 5.25 per cent, Gujrat 5.21 per cent, 
others (state indicated) 4.56 per cent. 
Most of FDI inflows have gone to those states where 
infrastructure facilities are well developed and their industrial base 
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is also strong enough. However, some states are not able to 
attract foreign investment due to unstable foreign investment 
policies and poor industrial infrastructure. India can achieve its 
highest target of 10 billion dollars of annual foreign investment 
and over all balanced growth and development of the country only 
by giving better infrastructural facilities and overall enabling 
environment to foreign investors. 
Table-11 
State-Wise Breakup of Foreign Collaboration and FDI Proposals 
Approved During the Post-NEP Policy Period (From 1991 to 1998) 
s. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
State 
Andlira Pradeslj 
Assam 
Bihar 
Gujarat 
Haryana 
Himaclial Pradesh 
Jammu and Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Meghlaya 
Nagaland 
Orissa 
Punjab 
RajasUian 
Tamil Nadu 
No. of Approvals 
Total 
439 
10 
69 
548 
414 
70 
1 
689 
104 
192 
1355 
1 
1 
77 
105 
193 
812 
Tech. 
144 
6 
42 
297 
146 
48 
-
255 
38 
82 
523 
-
1 
28 
39 
65 
269 
Fin. 
295 
4 
27 
251 
268 
22 
1 
434 
66 
110 
832 
1 
~ 
49 
66 
128 
543 
(Rs 
Amount of 
FDI 
Approved 
25112.73 
14.95 
1307.46 
37625.42 
17884.02 
3296.82 
80.10 
54938.89 
5209.17 
52683.29 
126763.87 
25.00 
-
37907.90 
8212.04 
6054.69 
54687.54 
. in Million) 
%to 
Total 
Amount 
Approved 
3.48 
0.00 
0.18 
5.21 
2.48 
0.46 
0.01 
7.61 
0.72 
7.30 
17.56 
0.00 
-
5.25 
1.14 
0.84 
7.58 
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18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
Tripura 
Uttar Pradesh 
West Bengal 
Andaman & Nicobar 
Arunachal Pradesh 
Chandigarh 
Dadra & Nagar Haveli 
Delhi 
Goa 
Lakshadweep 
Pondicherry 
Dama & Diu 
Others 
GRAND TOTAL 
1 
395 
271 
5 
2 
14 
48 
512 
68 
1 
52 
16 
3894 
10359 
~ 
176 
92 
~ 
-
2 
32 
54 
33 
-
22 
9 
2142 
4545 
1 
219 
179 
5 
2 
12 
16 
458 
35 
1 
30 
7 
1752 
5814 
6.80 
24445.19 
52495.48 
9.84 
110.60 
724.62 
698.33 
173303.59 
2823.86 
5.00 
2529.05 
57.18 
32926.73 
721940.16 
0.00 
3.38 
7.27 
0.00 
0.02 
0.10 
0.10 
24.00 
0.39 
0.00 
0.35 
0.01 
4.56 
100 
Source: SIA Newsletter, Ministry of Commerce and Industry, Government of India, New Delhi, March 
1999. 
4.7 Impact of FDI on Economic Development of India: 
The impact of TNCs on economic development of India has 
been studied through comparison of inflows of FDI in pre and 
post-NEP period. It is di scernible from table-12 that during the 
post-NEP period, the number of foreign collaborations has shown 
a great leap forward. The number of foreign collaborations during 
pre-NEP period was 7436 which witnessed more than double 
increment in post-NEP period, rising to 17098 numbers of foreign 
collaborations, registering approximately 69.69 per cent share of 
the total approvals including both pre and post-NEP period. The 
liberalization regime, in fact, appears to have made good deal of 
impact on the foreign collaboration approvals including both 
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financial and technical approvals. The fact is further corroborated 
with a comparative study of actual inflows of FDI by TNCs during 
pre and post-NEP period both (Table-13). During 1980-2000 the 
total average amount of actual inflows aggregated to Rs. 
75933.50 million. Out of this, barely 4.2 per cent of actual 
inflow of FDI belongs to pre-NEP period and the remaining bulk 
of inflows of FDI i.e. 96.8 per cent pertain to post NEP period. 
Table - 12 
Statement Showing Comparative Figures of FDI Approvals 
During Pre and Post-NEP Period 
(1981 -90 And 1991-2000*) 
Particulars 
Total Number of Foreign 
Collaboration Approved (Cases 
involving Financial and Technical 
Approvals) 
Pre-NEP 
Period 
(1981-1990) 
7436 
(30.31) 
Post-NEP 
Period 
(1991-2000) 
17098 
(69.69) 
Total Number of 
Approvals During Pre 
& Post-NEP Period 
24534 
(100) 
Note: * Figures for 2000 updated upto 29/02/2000. 
Figures in brackets indicate percentage. 
Source: Worked out by the Researcti Scholar from Tables-1 and 7. 
The country wise comparative statement as regards total 
amount of FDI during pre and post-NEP period (Table-14) reveals 
that almost all the countries under reference have increased their 
share of amount of investment in terms of inflow of FDI. The 
lackluster performance of the countries with lesser percentage of 
investment as compared to pre-NEP period may be attributed to 
the fact that with the advent of liberalization regime the number 
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of TNCs along with their parent countries has fairly increased. 
There are now more than 50 investing countries, which are 
participating with larger amount of investment with bigger 
projects whereas in pre-NEP period the projects were mostly 
smaller in amount. Noticeably prominent among the investing 
countries, which surfaced on the horizon of Indian economy in 
post-NEP period are Mauritius, South Korea, Australia, Malaysia 
and Netherlands. These are the top ten countries, which have the 
highest share of FDI inflows. According to the latest SIA 
Newsletter Report, Mauritius has topped the table in the share of 
investing countries in terms of FDI inflows. 
Tabic - 13 
Statement Showing Comparative Figures As Regards 
Average Actual Inflows of FDI By TNCs During Pre and 
Post-NEP Period 
( 1 9 8 0 - 9 0 And 1991-2000*) 
(Rs. in Million) 
Particulars 
Total Average Amount of 
Actual Inflows of Foreign 
Direct Investment by 
TNCs 
Pre-NEP 
Period 
(1980-1990) 
3155.79 
(4.16) 
Post-NEP 
Period 
(1991-2000) 
72777.71 
(95.84) 
Total Number of 
Approvals During Pre 
& Post-NEP Period 
75933.50 
(100) 
Note: * Figures for 2000 updated upto 29/02/2000. 
Figures in brackets indicate percentage. 
Source: Worked out by the Research Scholar from Tables-3 and 8. 
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Table - 14 
Comparative Statement Showing Total Amount of FDI 
(Country-wise) 
During Pre and Post-NBP Period 
Countries 
Exist ing Countr ies 
USA 
UK 
West Germany * 
France 
Japan 
Italy 
Switzerland 
NRI 
Others 
Total 
Potent ia l Countr ies 
Mauritius 
Korea (South) 
Australia 
Malaysia 
Netherlands 
Pre-NEP Period 
(1980 - 1990) 
3 2 2 7 . 1 0 ( 25.33) 
9 0 2 . 9 0 (7.09) 
2 1 8 5 . 1 0 (17.15) 
4 4 0 . 9 0 (3.46) 
1 0 7 3 . 9 0 (8.43) 
5 9 8 . 0 0 (4.69) 
0 3 . 3 0 (3.17) 
1 1 3 3 . 7 0 (8.90) 
2 7 7 5 . 3 0 (21.78) 
1 2 7 4 0 . 2 0 
-
-
-
-
-
(Rs. in Million) 
Post-NEP Period 
(1991 - 2000*) 
4 6 4 9 9 8 . 3 1 (37.42) 
1 6 1 5 0 8 . 7 3 (13.00) 
8 0 5 1 4 . 0 6 (6.48) 
5 0 4 8 0 . 0 2 (4.06) 
9 2 5 2 9 . 2 5 (7.45) 
4 4 4 8 4 . 4 2 (3.58) 
2 7 4 1 9 . 2 3 (2.21) 
8 0 2 7 1 . 6 1 (6.46) 
2 4 0 3 5 3 . 8 0 (19.34) 
1 2 4 2 5 5 9 . 4 3 
2 2 4 8 1 1 . 4 9 
9 7 1 5 6 . 0 1 
6 5 5 7 3 . 1 6 
5 5 6 2 1 . 2 0 
4 7 4 1 9 . 2 2 
Note: * Figures for 2000 updated up to 29-02-2000. 
@ The amount of FDI in Post-NEP period belongs to Germany. 
Figures in brackets indicate percentage. 
Source: Computed h]; the Research Scholar. 
A comparative study has been made with regard to sector-
wise inflow of FDI through percentage distribution during pre and 
post-NEP period (Table-15). The table reveals that in plantation 
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and horticulture sector, FDI inflow has registered decreasing 
trend, from 6.08 per cent in pre-NEP period it has declined to 
1.39 per cent during post-NEP period. The declined is attributed 
to the dearth of infrastructural facilities and lack of other 
incentives accorded by the government to the TNCs. The amount 
of investment needed in this sector is huge since the gestation 
period is longer with higher intensity of risk, as most of them are 
exposed to natural calamities. TNCs hence show a little interest in 
investing towards this sector. 
TabIe-15 
Sector Wise Inflow of FDI 
(A Comparative Statement of Pre and Post-NEP Period). 
(Percentage Distribution) 
Name of Sector/Industry 
1. Plantations and Horticulture 
2. Mining 
3 . Petroleum and Power 
4. Manufacturing: 
1 Food and Beverage 
11 Textile Products 
HI Machinery and Machine Tools 
iv Chemicals 
5. Services: 
(Telecommunication, Banlcing and Finance, 
Hotel and Tourism, Transpor t , Consul tancy and 
Otlier Services) 
1980 - 1990 
6.80 
0.55 
2.00 
86.00 
5.05 
3.45 
24.70 
30.35 
4.65 
1991 - 2000* 
1.39 
1.56 
21.29 
53.88 
6.27 
5.25 
15.89 
18.38 
21.88 
Note: •Figures for 2000 updated upto 29-02-2000. 
Source: Compiled and Worked out by the Research Scholar. 
In mining sector, the inflow of FDI has recorded an increase 
of 1.56 per cent during post-NEP period from 0.55 per cent 
during pre-NEP period. The government liberal policies have 
rendered towards the growth of this sector. Moreover, an 
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automatic route is also available for this sector, upto 74 per cent 
for mining of diamonds and precious stone, upto 100 per cent for 
exploration and mining of gold and silver and 50 per cent in coal 
and lignite. In Indian economy, this sector is still untapped hence, 
centre of attraction for TNCs to make investment. 
The petroleum and power sectors arc another green pasture 
for TNCs. The percentage of inflow of FDI in post-NEP period 
has increased to 21 .69 per cent from 2 per cent in pre-NEP 
period. It is due to high demand and rising number of industries in 
this sector. The government has further liberalized the policies for 
promoting the TNCs in this sector. 
In manufacturing sector there is perceptibly downward trend 
in the percentage of inflow of FDI during post-NEP period as 
compared to pre-NEP period. The reason for this decline is 
ascribed to the restrictive policy adopted by the government for 
limited participation by the TNCs in manufacturing sector in view 
of the internal forces and pressures from the domestic companies 
especially in Fast Moving Consumer Goods (FMCG). There are 
many social and cultural inhibitions and taboos, which are 
restricting the TNCs to participate freely in this sector. 
In Service sector, there is an intensive increment of 
percentage in inflow of FDI during post reform period as 
compared to pre-NEP period. The inflow of FDI increased from 
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4.65 per cent during pre-NEP period to 21.88 per cent in post-
NEP period-a whopping rise of about 17.23 per cent. The WTO 
policy of preconized Trade Related Investment Measures (TRIMs) 
has opened the gate for the banking and financial service sectors 
to invest freely. The liberalizing policy of the government towards 
telecommunication, transport and consultancy services, are 
attracting TNCs for bulk of investment. This sector is untapped 
with poor infrastructural facilities. The government therefore 
prefers substantial participation of TNCs in this sector. 
Table-16 gives a detailed account with regard to NRIs/OCBs 
deposits outstanding during the post-NEP period (1991-2000). 
The table furnishes information regarding different schemes of 
NRIs/OCBs, i.e. Non Resident (External) Rupee Accounts 
NR(E)RA, Foreign Currency Non Resident (Accounts) FCNR(A), 
Foreign currency Non-Resident (Banks) FCNR(B), Non-Resident 
(Non-Repairable) Rupee Deposits NR(NR)RD, Foreign Currency 
(Bank and Other) Deposits-FC(B&0)D, Foreign Currency 
(Ordinary) Non-Repatriable Deposits FC(0)N. The deposits under 
NR(E)RA, scheme has registered a rising trend-it is the highest Rs. 
26379 crore during 1999 and the lowest Rs. 7040 crore in 
1991. However, deposits under FCNR(A) schemes has registered a 
declining trend, it is the highest Rs. 33163 crore in 1993 and the 
lowest Rs. 3291 crore in 1999. Under the scheme of FCNR(B), no 
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deposits have been made during the first three consecutive years-
from 1991 to 1993, after this, the deposit under this scheme has 
shown a rising trend with the highest deposits of Rs. 43517 crore 
in 1999 and the lowest of Rs. 3476 crore in 1994. In another 
deposit scheme of NR(NR)RD, no amount has been deposited 
during the first two years 1991-1992. But after these two years, 
the deposits under this scheme has registered a rising trend with 
the highest deposit of Rs. 30163 crore in 1999 and the lowest of 
Rs. 1952 crore in 1993. In the FC(B&0)D scheme only the first 
four consecutive years i.e. from 1991 to 1994, has attracted the 
deposits. From 1995 onward, there are no deposits outstanding. 
The highest deposit outstanding of Rs. 3661 crore were in 1993 
and the lowest of Rs. 515 crore in 1991. In other scheme of 
FC(0)N, the deposits-outstanding were nil during the first three 
years, 1991-1993 and after that the deposits outstanding are very 
meagre-shows a declining trend with the highest of Rs. 45 crore 
in 1996 and the lowest of Rs. 6 crore in 1999. The table further 
provides accounts with regard to the total NRIs/OCBs deposits-
outstanding. It registers a growing trend from year 1991 till 
1999-rising from Rs. 27400 crore in 1991 to Rs. 103356 crore 
in 1999-a rise of almost 31 per cent on average. 
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Table - 16 
NRI/OCBs Deposits - Outstanding 
Year 
(End-
March) 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 P 
NR(E)RA 
7040 
7833 
8616 
11053 
14348 
13452 
17886 
22267 
26379 
15317 
FCNR(A) 
19845 
30576 
33163 
29176 
22207 
14616 
8282 
5142 
3291 
207 
FCNR(B) 
0 
0 
0 
3476 
9648 
19648 
26906 
33445 
43517 
8507 
NR(NR)RD 
0 
0 
1952 
5501 
7831 
12166 
20116 
24735 
30163 
7098 
FC(B&0)D 
515 
1895 
3261 
1672 
0 
0 
0 
0 
0 
0 
(Rs. in 
FC(0)N 
0 
0 
0 
38 
32 
45 
14 
9 
6 
2 
Crore) 
TOTAL 
27400 
40304 
46992 
50916 
54066 
59927 
73204 
85598 
103356 
31131 
Note: 
P Provisional 
FCNR(A) Foreign Currency Non-Resident (Accounts) 
FCNR(B) Foreign Currency Non-Resident (Banks) 
NR(E)RA Non-Resident (External) Rupee Accounts 
NR(NR)RD Non-Resident (Non-Repatriable) Rupee Deposits 
FC(B&0)D Foreign Currency (Bank and Other) Deposits 
FC(0)N Foreign Currency (Ordinary) Non-Repatriable Deposits 
Source: Handbook of Statistics on Indian Economy, RBI, 2000. 
Table-17 provides statistical data regarding inflows and 
outflows of foreign investment under various NRIs/OCBs Deposit 
schemes. It is indicative from the table that under FCNR(A) 
scheme outflows occurred to the tune of Rs. 761 crore in 1991-
1992 Rs. 4131 crore in 1993-1994, Rs. 7062 crore in 1994-95; 
Rs. 9353 crore in ^ 995-96, Rs. 6919 crore in 1996-97, Rs. 
8190 crore in 1997-98 and Rs. 7202 crore in 1998-99 
respectively. However, under the same scheme, there is an inflow 
of Rs. 2629 crore in 1990-91, Rs. 2559 crore in 1992-93. There 
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is no inflow in the three successive years i.e. from 1990-91 to 
1992-93 under FCNR(B) scheme. But during the year 1993-94, 
there is inflow of Rs. 3476 crore which has gone up to Rs. 6172 
crore in 1994-95; and again rises to Rs. 10000 crore in 1995-
96. However, it has decHned in subsequent three years; Rs. 7258 
crore in 1996-97, to Rs. 6337 crore in 1997-98, and then a 
marginal increase over previous year to Rs. 6489 crore in 1998-
99. Under the scheme of NR(E)RA inflows has registered a 
wavering trend-highest Rs. 4464 crore in 1996-97 and lowest of 
Rs. 689 crore in 1991. Only in the year 1995-96 there is an 
outflow of Rs. 896 crore under the NR(E)RA scheme. 
Tabic - 17 
Inflows/Outflows Under Various NRI/OCBs Deposit 
Schemes 
Scheme 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
FCNR(A) 
2629 
-761 
2529 
-4131 
-7062 
-9353 
-6919 
-8190 
-7209 
FCNR(B) 
0 
0 
0 
3476 
6172 
10000 
7258 
6539 
6479 
NR(E)RA 
689 
793 
783 
2437 
3295 
-896 
4434 
4381 
3673 
NR(NR)RD 
0 
0 
1952 
3549 
2330 
4335 
7950 
4619 
3613 
(Rs. in 
FC(B&0)D 
515 
1380 
1366 
-1589 
-1672 
0 
0 
0 
0 
FC(0)N 
0 
0 
0 
38 
-6 
13 
-31 
-5 
-4 
Crore) 
TOTAL 
3833 
1412 
6630 
3780 
3057 
4099 
12692 
7344 
6552 
Note: 
FCNR(A) Foreign Currency Non-Resident (Accounts) 
FCNR(B) Foreign Currency Non-Resident {Banl<s) 
NR(E)RA Non-Resident (External) Rupee Accounts 
NR(NR)RD Non-Resident (Non-Repatriable) Rupee Deposits 
FC(B&0)D Foreign Currency (Bank and Other) Deposits 
FC(0)N Foreign Currency (Ordinary) Non-Repatriable Deposits 
Source: Handbook of S ta t i s t i cs on Indian Economy, RBI (2000). 
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Inflows under NR(NR)RD scheme has registered a rising 
trend till 1996-97, it is highest Rs. 7950 crore in 1996-97 and 
lowest of Rs. 1952 crore in 1992-93. Inflows under FC(B&D)D 
scheme has registered a fluctuating trend-it amounted to Rs. 515 
crore in 1990-91 which rose to Rs. 1380 crore in 1991-92 and 
then declined to Rs. 1366 in 1992-93. However, from 1993 to 
94 there is a rise in the trend of flow of investment. Under the 
scheme FC(0)N there is no outflow and inflow during the first 
three years i.e. 1990-91, 91-92 and 92-93. In 1993-94 there is 
an inflow of Rs. 38 crore. But in 1994-95 there is an outflow of 
Rs. 6 crore under the some scheme. Again there is an inflow of 
Rs. 13 crore in 1995-96. In the remaining period of post-NEP 
there are outflows of Rs. 312 crore in 1996-97, Rs. 5 crore in 
1997-98 and Rs. 4 crore in 1998-99 under the scheme 
respectively. By and large, the total inflow under the various 
schemes over the whole post-NEP period under review has, in 
fact, registered a wavering trend. 
4.8 Impact of Foreign Investment Through Global 
Depository Receipts (GDRs) In The Economic 
Development of India: 
Foreign Investment through GDRs is recently treated by the 
government as Foreign Direct Investment. "The definition of 
Global Depository Receipts (GDRs) has been drafted in such a way 
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that it covers any instrument in the form of depository receipt or 
certificate, by whatever name it is called, so that this scheme 
covers all forms of depository receipts like GDR/ADR etc."^^ 
"A GDR is a negotiable instrument and is created when an 
investor purchases shares of a foreign company in the domestic 
stock market and the same is deposited with a custodian of a 
depository. The depository issues receipts in respect of such 
shares and such receipts represent a depository receipt. A GDR 
can be treated publicly and is issued by the depository bank in 
terms of deposit agreement entered into with the issues 
" 29 
company . 
Indian companies are allowed to raise equity capital in the 
international market through the issue of GDRs/ADRs. 
GDRs/ADRs are designated in dollars and are not subject to any 
ceilings on investment. There are few governments ' guidelines 
and procedures for the issue of ordinary shares through the 
Global Depository Receipt (GDR) mechanism: ^° 
1. An applicant company seeking Government 's approval in 
this regard should have consistent track record for good 
performance (financial or otherwise) for a minimum period 
of 3 years. This condition would be relaxed for 
infrastructure projects such as power generation, 
telecommunication, petroleum exploration and refining 
ports, airports and roads. 
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2. There is no restriction on the number of Euro-issue to be 
floated by a company or a group of companies in a financial 
year. 
3 . A company engaged in the manufacture of items covered 
under Anexure-III of the New Industrial Policy whose direct 
foreign investment after a proposed Euro issue is likely to 
exceed 51 per cent or which is implementing a projects not 
contained in Annex-Ill, would need to obtain prior FIPB 
clearance before seeking approval from Ministry of Finance. 
4. The proceeds of the GDRs can be used for financing capital 
goods imports, capital expenditure including domestic 
purchase/installation of plant, equipment and building and 
investment in software development, prepayment or 
scheduled repayment of earlier external borrowings and 
equity investments in joint venture in India. ^^  
5. Investment in stock market and real estate will not be 
permitted. 
6. Companies may retain the proceeds abroad or may remit 
funds into India in anticipation of the use of funds for 
approved end uses. 
7. All trading transactions of the GDRs outside India would be 
free from any income tax in India. 
8. Companies will not be permitted to issue warrants along 
with their Euro-issue. 
GDR guidelines further liberalized under specific condition: 
Unlisted companies are now permitted to float Euro issue. All end 
use restrictions on GDR issue proceeds have been removed except 
the prevailing restrictions on investments in stock market and real 
estate. The 90-day validity period for final approvals of GDR 
issues has been withdrawn and final approval will continue to be 
valid. Indian companies are now permitted to issue GDR in the 
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case of Bonus or Right issue of Shares or on genuine business 
reorganization duly approved by the high court. 
The company issuing GDRs/ADRs is also permitted:^^ 
(i) To issues shares in the name of the depositary or its 
nominees and to place the share certificates in respect of 
the said shares in the physical custody of a custodian in 
Indian against which the depositary will issue GDRs/ADRs 
outside India. 
(ii) To remit dividends through an Authorized Dealer as and 
when due subject to payment of Indian taxes as applicable. 
(iii) To issue rights or bonus shares that may accrue in respect 
of the GDRs/ADRs. 
(iv) To incur issue related expenses as approved by the Ministry 
of Finance. Government of India or up to the limits laid 
down in the relevant guidelines issued by the Government of 
India. 
(v) To Pay the issue related expenses by way of deductions from 
the issue proceeds as approved by the Ministry of Finance, 
Government of India or up to the limits laid down in the 
relevant guidelines issued by the Government of India. 
(vi) To remit and pay for filing, listing, agency or other fees on 
ongoing basis in respect of any international stock exchange 
where the GDRs/ADRs are listed. 
(vii) To maintain a Foreign Register of members, if so required. 
(viii) To open an account abroad to receive the subscription 
monies in foreign currency. 
(ix) To pay any foreign tax in the nature of sales or Value Added 
Tax in respect of services provided to the issuing company 
and reimburse any out of pocket expenses. 
(x) To repatriate the proceeds of the issue to India for 
deployment for purposes permitted by the Government of 
India pending repatriation of issue proceeds to India: 
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(a) to invest the funds as an interim arrangement on short 
term basis as deposits in foreign banks which are rated 
for short term obligation Al+by Standard and Poor or 
PI by Moody's or with the branches of Indian Banks 
abroad or, 
(b) to invest in Certificate of Deposit or other paper 
issued outside India by banks incorporated in India. 
The issuing company shall; 
(i) furnish a statement to Exchange Control Department of 
Reserve Bank of India, Central office, Mumbai within thirty 
days from the date of closing of the issue providing full 
particulars of the issue such as amount of GDRs/ADRs 
issued, number of underlying fresh equity shares issued, 
listing abroad and other relevant details regarding launching 
and initial trading of the GDRs. 
(ii) furnish capital structure of the company before and after the 
issue within thirty days from the closure of the issue. 
(iii) inform Reserve Bank any repatriation of issue proceeds held 
abroad immediately on such immediately on such 
repatriation. 
Performance Appraisal of GDR by Indian Business 
Corporates: 
The GDR popularity in the post-NEP period has gained 
substantial currency. From table-18 it is discernible that GDR 
inflows, which in fact started pouring in India economy from 
1992 amounted to US$ 86 million which increased to US$ 1000 
million in 1997-98 , registering an increase of about 54 per cent. 
The couple of year 's i.e. 1994-95 and 1993-94 witnessed the 
highest amount of inflow of GDRs. On the contrary 1995-1996 , 
is severely affected in terms of lower GDRs issuance. The poor 
151 
performance of GDRs is attributable to emerging market, risk 
perception and the discouraging conditions of the domestic 
capital market. Nevertheless, it is expected that the new 
guidelines of January 2000 for issuance of GDR will encourage 
the Indian companies to garner the GDR capital in the foreign 
market. 
Tablc-18 
GDR Inflows During Post-NEP Period (1991 - 1998) 
(US $ Million) 
Year 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
GDR Inflows 
-
86 
1602 
1839 
149 
650 
1000 
Change Over 
the Year 
-
-
1516 
237 
-1690 
501 
350 
Growth Rate 
in % 
-
100.00 
1762.79 
14.79 
-91.90 
336.24 
53.85 
Source: Compiled by the Research Scholar from differer\t 
sources. 
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4 . 9 Grey Areas Afflicting Inflows of Foreign inves tment in 
India And s o m e Remedial Measures : 
The popular route of inflow of foreign investment in India 
comprises FIPB, SIA and RBI automatic route, besides, the 
foreign investment through the NRIs. Each route has its own 
procedural and legal complexities, which discourage the foreign 
investment in India. The recent policy framework announcement 
with regard to reduction in number of entry routes according 
emphasis on the automatic approval route of RBI is a desired and 
welcome step. This step is in tune with the demand of the foreign 
investors to facilitate the procedural complexities. In the future 
liberalization package, the government should clearly draw a line 
of demarcation for the investment through automatic and FIPB 
routes in respective sectors. The SIA route should be dispensed 
with. The clearance points for various projects need to be 
shortened and statutory requirements for foreign investment 
approvals to be curtailed to the minimum. 
The foreign investors are sceptical with regard to labour 
laws in India. The members of various unions such as, labour 
union, trade union etc. , are generally against the policy of the 
government allowing the foreign investors by means of joint 
ventures, subsidiaries and mergers and acquisitions. As a result 
the foreign investors evince lackadaisical interest for investment 
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in India. The labour laws need to be streamlined for unimpeded 
flow of foreign investment. 
With regard to adherence to the WTO's provisions 
particularly Intellectual Property Rights (IPRs) and Trade Related 
Investment Measures (RIMs), the government needs to go into the 
nitty-gritty of these provisions for facilitation of trade and 
investment through enabling policy framework. 
Underdeveloped infrastructure sector is still the polemic 
bottlenecks for the foreign investors. Adequate attention is 
needed by the government to place on priority the liberalization 
packages for the development of the infrastructure sector to woo 
the foreign investors for investment in the different sectors of the 
economy. 
The reforms in financial sector, banking sector, insurance 
sector, public sector, foreign trade and investments and fiscal and 
monetary packages since July 1991 have yielded overall fruitful 
result. Nevertheless, these reforms need to rationally continue for 
the benefit of both the domestic corporates as well as the TNCs 
operating in India and the potential TNCs too. 
The age old much debated controversial bureaucratic 
involvement and interference in every sphere of business arena 
particularly the policy formulation and policy implementation is 
great stumbling-blocks in the way of attracting foreign investment. 
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The government in the recent past has attempted to reduce the 
bureaucratic interference. Nevertheless, the government needs to 
pay special attention to unleash the dominative control of 
bureaucracy on economic policy matters. 
Table - 19 
Statement Showing Comparison of Tax Rates of Some 
Asian Countries 
Country 
India 
China 
Korea (South) 
Malaysia 
I n d o n e s i a 
T h a i l a n d 
Corporate tax on 
Locally incorporated 
companies 
4 3 % 
33 % 
15 % in Special Zones 
36 .5 % 
35 % 
3 5 % 
30 % 
Tax on investment 
income of the Non-
Residents 
Dividend 20 % 
Interest 20 % 
Royalty 30 % 
Dividend 20 % 
Interest 20 % 
Royalty 20 % 
Dividend 20 % 
Interest 15 % 
Royalty 15 % 
Dividend Nil 
Interest 31 % 
Royalty 31 % 
D i v i d e n d 15 % 
I n t e r e s t 10 % 
Roya l ty 15 % 
D i v i d e n d 25 % 
I n t e r e s t 25 % 
Roya l ty 15 % 
Source: Compiled h\^ the Research Scholar from RBI, Bulletin (uarious issues). 
India is proverbially known as highly taxed nation on 
income, including corporate profits. Besides, the rate of 
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corporate taxation on foreign branches has been higher than that 
of locally incorporated companies. As a part of the economic 
reform, several steps have been taken in the direction of 
rationalization and simplification of both direct and indirect tax 
structures after July 1 9 9 1 . Nevertheless, a comparative picture, 
as reflected from the data on maximum taxable rate in some Asian 
countries (Table-19) shows that India is a country with relatively 
higher tax burden-than China and Thailand. 
The higher incidence is confined not merely to corporate 
taxation but also to withholding tax on income payments to non-
residents in terms of dividend, interest and royalty. It is high time 
that some important move should be initiated by the government 
to bring about global competitiveness in overall tax structure. 
4 . 1 0 Conclus ion: 
In a nutshell, it can be inferred that during the pre-NEP 
period there is a variation in the number of foreign collaborations 
approved. From 1948 to 1990 , 14032 numbers of foreign 
collaborations by TNCs have been approved, which involves 3060 
cases of financial investments in the form of equity participation. 
When the first survey of India's international assets and 
liabilities was conducted in mid-1948, at that time the stock of 
foreign investment in the country stood at Rs. 2560 million which 
was mostly of British origin. Bulk of this FDI was concentrated in 
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export-oriented raw materials, extractive and service sectors. By 
1990, the stock of FDI by TNCs in India went up to Rs. 27050 
million. Over this period not only the magnitude but also the 
sectoral composition, sources and organizational forms of 
investment underwent tremendous changes. 
It is a revealing fact that during pre-NEP period numerous 
changes have taken place in the direct investment by TNCs, 
especially through subsidiary (100% owned) and through (50% 
owned). The total foreign direct investment by TNCs took a leap 
jump from Rs. 28 .8 million in 1948 to Rs. 150 .3 million in March 
1990 . It is noticeable that during pre-NEP period most of the 
foreign investors are interested in participating through two 
common routes i.e. 100 per cent owned branches and 50 per cent 
owned branches in a bid to control and keep the management in 
their own hands. 
During pre-NEP period major foreign investors in India were 
UK, USA, West Germany, France, Italy, Japan and Switzerland. 
USA tops the table tally with the highest amount of investment to 
the tune of Rs. 696 .02 million, leaving back UK with the 
investment of Rs. 582 .62 million to the second place whereas in 
1948 the major foreign investor in India was UK. 
With the inception of New Economic Policy (NEP) in July 
1 9 9 1 , Indian economy has seen a drastic policy and procedural 
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changes. In various phases most of the sectors are being opened 
for the foreign investors as a resuh their equity participation has 
also been enhanced. The total amount of Foreign Direct 
Investment (FDI) approved by the Government since 1991 till 
February 2000 accounted for Rs. 2 1 2 6 6 4 . 2 2 crore i.e. roughly 
around US $ 60 .38 billion and the total inflows add upto Rs. 
7 2 7 7 7 . 7 1 crore i.e. US $ 19 .86 billion. The total number of 
foreign collaboration approved by the SIA, FIPB and RBI routes 
are worth recording, it rises from 950 in 1991 to 2 2 2 4 in 1999 
registering a growth of about 15 per cent on average. The total 
number of foreign collaboration approved counts around 17098 , 
which includes 6488 foreign collaborations of technical nature 
and 10610 foreign collaborations of financial nature. 
Globalization through liberalization has opened new vistas 
for foreign investors. The liberalization regime appears to have 
made good deal of impact on the foreign collaboration approvals 
in both financial and technical approvals. The number of TNCs 
along with their parent countries has fairly increased. There are 
now more than 50 countries, which are potentially participating 
with larger amount of investment. Along with some existing 
countries like USA, UK, Germany, France, Japan, Italy and 
Switzerland, some more prominent, promising investing countries 
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have surfaced on the horizon of Indian economy, such as, 
Mauritius, South Korea, Australia, Malaysia and Netherlands. 
There have emerged novel species of foreign investors in 
post-NEP period, such as NRIs, OCBs, GDRs and ADRs which are 
shaping the destiny of the Indian economy in general and Indian 
industries in particular. Total actual inflow of FDI received during 
the period from 1991 to February 2000 through various NRI's 
schemes, GDRs/ ADRs and FCCBs amounted to Rs. 2 0 4 2 0 4 . 7 
million. Overall foreign investment pouring through these routes 
is promoting rapid economic growth and development of the 
Indian economy. However, poor states have not been able to 
attract enough foreign investment due to inadequate 
infrastructural facilities and weak political will. Besides these 
pulling constraints, there are some policy and political 
impediments demoralizing foreign investor 's confidence in Indian 
economy. The government is now adopting more liberal and 
attractive policies to lure more foreign investors. To, sum up, it 
may be deduced that the participation by the TNCs and foreign 
affiliates in multifarious ways has contributed towards increased 
production, enhanced exports and qualitative marketing 
integrating Indian economy with the global economies-which is a 
call of the day in the wake of globalization syndrome. 
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5 .1 Introduction: 
The study in the foregoing chapter presented the 
comprehensive details with regard to foreign direct investment 
pohcy changes, impHcations and ramifications with the 
introduction of new economic policy and dispensation of various 
subsequent foreign investment liberalization packages. The study 
has also highlighted the trends in FDI inflows during pre and post 
NEP period. It has been observed from the analysis that India has 
been successful in attracting FDI at an accelerated rate in the 
post-NEP period as compared to the pre-NEP period, of course, 
with certain hick-ups in some years. The wavering trends in 
inflows FDI during post-NEP period has been attributed to 
inadequate infrastructural facilities, procedural and bureaucratic 
cumbersomeness and instable governance. However, the recent 
announcement of the government to rationalize and streamline 
overall policy of foreign investment in the second-generation 
reform package has rekindled the hope of foreign investors and 
thus augers well for future inflow of foreign direct investment in 
India. 
The present chapter provides an insight into the study 
related to collaborations and transfer of technology during the 
post independence period from 1948 to 1990 and also during 
post-NEP period, in the wake of economic liberalization of July 
1 9 9 1 . The study has mainly highlighted the comparative trends 
during pre and in post NEP period with regard to technical 
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collaborations, foreign technology agreements, classification of 
companies by types and assets transferred by India, the trends in 
payments of dividends, royalties, technical fees and national 
expenditure on research and development programme. 
5 . 2 Transnat ional Corporat ions And Transfer of 
Technology: 
After the World War II, the industrial revolution took place 
the world over concentrating a influential role of 
Transnational/Multinational Corporations and their direct 
investment strategies. From 1970s onwards there has been 
considerable emphasis on both at national and international level, 
involving technology transfer. The word technology denotes 
capacity to use technical knowledge, which is embodied in either 
intermediate products or machinery, people, manufactured 
products or the whole system of production, distribution and sale. 
These technology elements have private property rights acquired 
in them and hence are not just freely transferred. In fact, much of 
technology transfers are commercial transactions in an imperfect 
market situation. Transfer of technology occurs due to the 
unequal distribution of resources and human skills. It is natural 
that different inventions are made in different countries. Further, 
it is likely that the more advanced countries have better chances 
of producing new and higher forms of technological development. 
Thus, when a certain technology is actually produced in one part 
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The import of technology is a tightly knit bundle of elements 
consisting of procuct design, patent or a group of patent or the 
w to use the patent. Technology embodying relevant know he 
i l inputs, skills, tradp mark and other marketing rights accompanied 
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by ownership, cagital and management as in a foreign subsidiary 
gives the technology suppUer the absolute control. It is an 
established fact that technology transfer is a major variable in the 
strategies of TNCs. Three strategies of Transfer of Technology is 
being considered by TNCs. Firstly, through foreign direct 
investment, it is noted that there has been a change of trend due 
to diversification of finance, by firm and sectors and forms of 
investment. Considering specific cases it was suggested that 
subsidiaries are the best form of technology transfer by TNCs. 
However, a survey of TNCs subsidiaries present in India, reveals 
that it may not be the best form of technology transfer.^ 
The second alternative is international subcontracting It is 
felt that TNCs largely derive benefit from their global strategies 
without much direct investment. Again this alternative seems to 
have limited technological transfer in the recipient countries. The 
third option adopted by TNC is licensing when it considers as 
zero cost option. While this may be appropriate for the recipient 
country to acquire technology at least cost, as most of the 
technology supplied are obsolete one.^ The first two types involve 
foreign financial investment along with technology transfer. 
5 . 3 Transnat ional Corporat ion: Foreign Technology 
Agreements And Technical Col laborat ion in India: 
Under the liberalization regime, the Indian companies are 
allowed to enter into technology transfer agreements with foreign 
companies. Nevertheless, for such agreements certain conditions 
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need to be fulfilled as regards the payment of technical fees and 
the amount of royalty. The conditions are as follows: 
a The lump-sum know how fee payable does not exceed US $ 2 
million.'* 
a Royalty payment does not exceed 5 per cent of domestic sales 
and 8 per cent of exports.^ 
a The payments are subject to an overall ceiling of 8 per cent of 
total sales over a 10-year period from the date of agreement or 
over a 7 years period from the date of commercial production. 
These payments may be net of Indian taxes and will have to be 
at market rates of exchange.^ 
Q The approval process for technology purchase is automatic and 
applications are scrutinized by the RBI to ensure that the 
proposals are in agreement with norms. The Government must 
approve automatic approval.' 
The objective of this policy is clearly to ensure easy access 
to uptodate technology to Indian companies and to determine 
purchase prices on commercial considerations rather than on 
those imposed by the Government. 
Table-1 provides statistics regarding foreign collaboration 
approvals, during 1948-1990. After gaining independence, India 
embarked upon its industrial policy resolution in 1948 for speedy 
industrialization of the country. For this purpose Indian 
government invited foreign collaborators for establishing their 
business houses on Indian soil with the active participation of 
domestic entrepreneurs. Table shows that during the period 1948-
55, in all 284 cases of foreign collaborations have been 
approved. In 1956, 82 cases of foreign collaborations have been 
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approved, which marginally declined to 81 cases in 1957, but in 
subsequent four years number of approvals of foreign 
collaborations has shown an increasing trend to reach 403 
number of approvals in 1961. Out of these, 165 cases are 
involving foreign capital participation. In the next two years the 
trend in foreign collaboration approvals has declined to 298 cases 
in each year. Out of these, 124 cases are of financial nature. 
Tablc-1 
Foreign Collaboration Approvals, 1 9 4 8 - 1 9 9 0 
Year 
1948-55 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
Total No. of 
Cases Approved 
248 
82 
81 
i 0 3 
150 
380 
403 
298 
298 
403 
241 
202 
182 
131 
134 
183 
245 
257 
Cases Involving 
Foreign Capital 
Participation 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
165 
124 
115 
123 
71 
49 
62 
30 
29 
32 
46 
37 
Foreign Invest-
ment Involved 
(Rs in million) 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
24.52 
58.38 
62.27 
Contd. 
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1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
265 
359 
271 
277 
267 
307 
267 
526 
389 
592 
673 
752 
1024 
957 
853 
926 
605 
666 
34 
55 
40 
39 
27 
44 
32 
73 
57 
113 
129 
151 
239 
240 
242 
282 
193 
194 
28.17 
67.13 
32.05 
78.69 
40.03 
94.06 
56.87 
89.24 
108.78 
628.10 
618.10 
1130.00 
1258.70 
1069.52 
1077.05 
2387.50 
3166.70 
1283.20 
Source : Compiled form Government of India, Ministry of Industry, 
Department of Scientific and Industrial Research, Annual Report, 
1992, Government of India, Indian Investment Centre, Economic 
Survei> 1992-93, Government of India and SIA Newsletter, March 
1994. 
Table further reveals that throughout the period under 
reference trend in foreign collaboration approvals registered wide 
band of fluctuations. During 1982, 592 cases are approved, out 
of these 113 cases are of financial nature involving total foreign 
capital of Rs. 628.10 million. In 1983 it rose to 673 cases 
involving 129 cases of foreign capital amounting to Rs. 618.10 
million. Though number of foreign capital participation has gone 
up in 1983 but total capital flows from them have decreased. 
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Further, in 1984 , number of approvals has gone up to 752 cases, 
involving 151 cases of foreign investment, amounting to Rs. 1130 
million. In the year 1985 , the government of India liberalized its 
foreign investment policy, which resulted in increase of foreign 
approvals, i.e. 1024 cases involving 239 cases of foreign capital 
participation of Rs. 1258 .70 million. However, in 1986 number 
of foreign collaboration approvals has come down to 957 , out of 
which 240 cases are of financial nature involving total amount of 
Rs. 1069 .52 million. This decrease is mainly attributed to 
recessionery trends in global economy. Number of foreign 
approvals in 1987 decreased to 8 5 3 , out of which 242 cases are 
of foreign capital participation, involving total amount of Rs. 
1077 .05 million. In 1988 , there is a minor increase in total 
number of foreign approvals. During this year 926 cases of 
foreign approval is approved out of which 282 cases are of 
financial nature involving foreign capital of Rs. 2 3 8 7 . 5 0 million. 
In 1989 and 1990, total number of foreign collaboration 
approvals declined to 605 and 666 respectively over previous 
year. During 1989 and 1990 only 193 and 199 cases respectively 
are of financial nature. However, flow of foreign funds was 
highest in 1989 . Foreign capital during this year stood at Rs. 
3 1 6 6 . 7 0 million, which is the highest during the whole period 
under review. 
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Table-2 has been prepared by the Research Scholar to study 
the trends in foreign technology agreements during the post NEP 
period i.e. 1991 to 1999. 
Table-2 
Foreign Technology Agreement (FTAs) Approvals 
During 1 9 9 1 - 9 9 
Year 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
Total No. of 
Approval 
Including , 
FDIs + FTAs 
950 
1520 
1476 
1854 
2337 
2303 
2325 
1786 
2224 
Percentage 
Share of FTAs in 
Total Approvals 
70.00 
54.47 
46.82 
42.72 
40.02 
32.31 
28.39 
33.31 
29.39 
Percentage 
Change of 
FTAs over the 
year 
--
-15.53 
-7.65 
-4.10 
-2.70 
-7.71 
-3.92 
4.92 
-10.92 
Source Compiled and computed by the Research Scholar. 
It is discernable from the table that the total number of 
approvals including both FDIs and FIAs accounted for 950 in 
1991, which increased to 2224 in 1999 - registering an overall 
growth trend of approximately 15 per cent. The share of FTAs in 
total number of approvals was 70 per cent in the year 1991. Over 
the years under reference the share of FTAs has declined - so 
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much so that it has reached 22 .4 per cent in 1999 - a negative 
growth trend of -10.9 per cent. 
Since the advent of economic hberalization regime the 
government of India has laid much emphasis on attracting the 
FDIs in the form of projects other than technology transfer. As a 
result, a declining trend in FTAs has been witnessed during the 
period under review. Other significant factors which Research 
Scholar observes to attribute to the fact is the policy of the 
government to place more reliance on pepping up the R&D for 
indigenous technology than the import of foreign technology. 
Table-3 presents statistical data regarding foreign 
collaboration approvals, showing trend in import of technology 
through SIA, RBI and FIPB during Post NEP period, (1991-2000) . 
Technical foreign collaboration approvals through RBI is the 
highest 5 7 . 3 5 per cent among all other routes followed by SIA 
3 9 . 4 3 per cent and lastly by FIPB with least percentage of entry, 
3.22 per cent. 
During the decade under reference the technical approval 
shows a variable change, the highest percentage of approvals in 
1995 (15.14 per cent), with the total number of 982 approvals 
through all the three routes, and the lowest percentage of 
technical approvals approved during 1999 (7.68 per cent) with 
the total number of 498 approvals through all routes a variation 
of approximately 7.46 per cent. 
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The Table further reveals that there is a rapid downfall in 
the technical approvals since 1995. In 1995, the technical 
approvals through routes under review are 982 in number after 
which it has been witnessing a decreasing trend. It came down to 
744 in 1996, 660 in 1997, 595 in 1998 and 498 in 1999. The 
declining trends in the technical approvals are, due to the 
political instability and government's changing policy towards 
foreign approvals. Table-4 presents statistical data regarding 
classification of companies by types and assets transferred by 
India during the period, 1964-2000. Table indicates that the asset 
transferred by 626 industries during 1964-70 includes subsidiary 
(86), minority companies (295), and pure technical companies' 
(245). Out of this, 23 subsidiaries, 70 by minority companies and 
60 receives patents, trademark, and know-how by pure technical 
companies. The patents and trademark is received by 2 
subsidiaries, 4 minority companies, and 4 by pure technical 
companies. The patent and know-how is bagged by 5 subsidiaries, 
26 minority companies and 23 technical companies. Trend in 
trademark and know-how of recipient companies shows 
subsidiaries (4), minority companies (16) and pure technical 
companies (28). Patents received by different companies are as 
foUows-subsidiaries (3), minority companies (5), pure technical 
companies (1). Trademark is not received by subsidiaries during 
1964-70, but minority companies received 17, trade marks 
whereas pure technical companies received 13 trademarks. 
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It is discernible from the table that most prevalent transfer 
of assets in whole period under reference is of know-how. During 
the period 1964-70 , 49 subsidiaries, 157 minority companies and 
116 pure technical companies received know-how. Transfer of 
trade during 1971-90 has shown an increasing trend, know-how 
received by different companies are 524 by subsidiaries, 1154 by 
minority companies, 1027 by pure technical companies. Trends 
pertaining to know-how have again shown an increasing trend 
during NEP period, 1991-2000 . During this period, 657 
subsidiaries, 1878 minority companies and 2 1 8 1 pure technical 
companies have received the know-how. 
It is further indicative from the table that types and assets 
transferred by India during, 1964-70 , 1971-90 and 1991-2000 
has registered an increasing trend. However, during the post NEP 
period (1991-2000) total number of recipient companies has the 
highest number of 17098 . 
It can be inferred from the table that during 1964-70 
minority companies has received the highest total number of 
assets and the similar trend is witnessed between in 1971-90 . But 
in post NEP period total number of recipient companies is highest 
under pure technical companies category. By scanning the table, 
one can easily come to the conclusion that India is importing 
maximum number of know-how cases throughout the period under 
review. 
176 
Table-5 shows the percentage outflow by subsidiaries in the 
form of dividends, royalties, technical fees and payments to 
foreign technicians from 1964 to 2000. The highest percentage 
of outflow is in the form of dividend, followed by technical fees, 
royalties and payment to the foreign technicians. Dividend paid by 
subsidiaries during the period 1964-70 is 82.7 per cent of the 
total outflow, which has increased to 83.62 per cent during 1971-
80. However, during the period 1981-90 and 1991-2000 it has 
decreased to 81.83 per cent and 80.76 per cent respectively. 
Table-5 
Dividends, Royalties, Technical Fees and Payment to 
Foreign Technicians as Percentage of Total Outflows by 
Subsidiaries (1965 -2000 ' ) 
Year 
1964-70 
1971-80 
1981-90 
1991-2000 
Dividend 
(%) 
82.27 
83.62 
81.83 
80.76 
Royalties 
(%) 
6.77 
6.93 
7.62 
7.96 
Technical Fees 
(%) 
10.48 
08.42 
09.93 
10.63 
Payment to 
Foreign 
Technicians 
{%) 
0.48 
1.03 
0.62 
0.65 
• Amount taken for tlie year 2 0 0 0 is till 2 9 . 0 2 . 2 0 0 0 
Source : Compiled and Computed from Reserve Bank of India Bulletins 
1974 , 1982 and 1992 and SIA Newsletter, March 2000 . 
The Table depicts percentage share of royalties payment in 
the total outflow by subsidiaries during period under review. It is 
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discernible from the table that the rate of royalties payment has 
registered an increasing trend. It is 6.77 per cent during 1964-
70, 6 .93 per cent during 1971-80 , 7.62 per cent during 1981-90 
and the highest 7.96 per cent between 1991-2000 . Table further 
presents percentage of technical fees and payments to foreign 
technicians in total outflow by subsidiaries. During 1964-70 , 
10 .48 per cent of total outflow has been paid in the form of 
technical fees which has come down to 8.42 per cent between 
1971-80 , but has increased to 9 .93 per cent and 10 .63 per cent 
between 1981-90 and 1991-2000 respectively. Payment to 
foreign technicians is a meager share in the total outflow. It is the 
highest (1.03%) between 1970-80 and the lowest (0.48%) 
between 1964-70 . 
Table-6 presents statistical regarding percentage share of 
firms within particular royalty range. Four ranges of royalty have 
been incorporated in the table i.e. no royalty, upto 3 per cent 
royalty, 3.1 per cent to 4 .9 per cent royalty, 5 per cent royalty, 
above 5 per cent royalty. Table depicts that range of royalty 
applicable in alternative/renewable energy is showing a 
decreasing trend except under no royalty scheme it has an upward 
trend. In chemicals industry royalty state in pre-NEP period is 
34 .9 per cent under no royalty scheme, which has declined, to 
33 .2 per cent during post NEP period under the same scheme. 
Under other three ranges it has a declining trend. However, under 
above 5 per cent ranges percentage of royalty has gone up. In 
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electrical and electronics industry percentage share of firms have 
registered mixed trends. Under three-range percentage share have 
registered an increasing trend over the pre NEP period. 
It can be inferred from the table that the percentage share 
of the firms with first four royalty ranges have registered almost a 
decreasing trend. However, under above 5 per cent royalty range 
there is an upward growth in post-NEP period as compared to pre 
NEP period. 
Technology transfer under the liberalization policy has 
higher cost potential than the regulatory regime. However, the 
higher cost by itself need not to be a factor of worry if economy 
can get advanced technology which can improve productivity and 
competitiveness. In the post NEP period most of the TNCs are 
looking to make agreements under above 5% royalty range. 
Table-7, presents proportion of agreements in the total 
packaging during 1988-1999. The analyses of foreign 
collaboration cases approved during the post-liberalization period 
(1997-1999) and during the pre-liberalization period (1988-1990) 
indicate the relatively high proportion of collaborations with 
foreign equity in the former in almost all the industries. It is 
discernible from the table that during pre-liberalization period 
industries enlisted in the table used to import technology in less 
packaged form. However, during post-liberalization period these 
industries have shown high inclination to seek packaged form of 
transfer. The table further reveals that the proportion of 
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agreements with provisions for lump-sum payment, which is partly 
the reflection of outright purchase of technology, is also lower 
during post NEP period (1991-93 and 1997-99). This evidence 
suggests the increasing incidence of highly packaged form of 
technology transfer under the liberalization policy regime. 
Table-8, presents statistical analysis regarding classification 
of agreements by duration during 1988-1999 . It is a fact that the 
percentage of technology transfer agreement has shown an 
upward movement in all the three categories mentioned in the 
table, during post new economic policy period. Percentage under 
no duration category is nil in alternative/renewable energy 
industry during pre-NEP period, which has gone to 5.8 per cent 
during the post-NEP period. Under the less than 10 years 
category per cent of agreement have registered a decline from 
71.4 per cent in pre-NEP period to 58 .1 in post-NEP period. 
However, under 10 years and more duration agreement, per cent 
of agreement has increased from 28.6 per cent in pre-NEP to 
37 .1 per cent in post-NEP in alternative/renewable energy 
industry. 
In chemical industry per cent agreement by duration has 
decreased under first two categories, but increased under last 
category of agreement. Same trends are prevailing in electrical 
and electronics industry i.e. under first two categories per cent of 
agreement has decreased in post liberalization period, and it has 
increased under the third category during the same period. 
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It is evident from the table that in all industries viz. 
Industrial machinery, mechanical engineering, machine tools, 
metallurgical, textiles, t ransport , consultancy and other services, 
miscellaneous and total of above industries, there is a declining 
trend under first two categories during the pre-NEP period. 
However, under third category (10 years and more duration 
period category) trends have registered an increasing trend. It can 
be inferred from the table that TNCs are now attempting to 
establish technology relationship with their Indian counterparts 
for longer duration during the post liberalization policy. This 
phenomenon has the potential benefit of the Indian industry's 
getting an easy access to innovations and improvements in 
technology on a continuous basis. However, it has also the 
negative aspect in the form of raising chances of remittances from 
the country. The pattern and magnitude of these remittances 
outflows will solely depend upon the agreement, and royalty rate 
structure applied to the over all scheme of transfer of technology. 
Table-9, presents the national expenditure on research and 
development in relation to Gross National Product (GNP) during 
1958-1998 . A close study of the table reveals that the 
expenditure on R&D at current prices has been showing a rising 
trend. It has increased from Rs. 45 .66 crore during the period 
1958-68 to Rs. 9 2 5 8 . 7 8 crore during 1998-99 . During the span 
of 40 years expenditure on R&D, at current prices, registers a 10 
fold increase. 
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The table further reveals a comparative study of Gross 
National Product (GNP) at current prices and the expenditure on 
R&D at current prices. The R&D expenditure on current prices in 
the form of money is showing a rising trend, but as compared to 
the GNP at current price produces a different picture. Compared 
with GNP at current prices, expenditure on R&D registers a rising 
trend during 1958-68 to 1990. It was highest in 1981-90 (0.89 
per cent) and after this the comparative percentage of 
expenditure goes on decreasing to 0.64 per cent in 1997-1998. It 
is evident form the table that the percentage of amount invested 
in R&D is decreasing since the advent of New Economic Policy. 
The data analyzed in table-10 reveal that the national 
expenditure on R&D is increasing at an accelerated pace from 
1955. The budget on R&D and the related science and technology 
activities have been showing a steep rise, from Rs. 32.25 crore 
between 1955-65 to Rs. 9500.72 crore in 1997-98. The table 
further reveals that the contribution of the different sectors of 
economy, in which the major part of the expenditure is made by 
Central Government, registers 91 per cent of the expenditure 
during 1955-65 and the remaining by both the state government 
and the private sectors. From 1990-91, the amount of 
expenditure incurred by state government and private sector 
registers a rising trend. In 1997-98 the contribution of the private 
sector to the R&D expenditure has shown a increment of 22.9 per 
cent, which was negligible in comparison with central government 
186 
during the period 1955-65 . The investment in R&D by the state 
government has also shown a steep rising trend since New 
Economic PoHcy period, from only 1.84 crore in 1955-65 it has 
risen to 794 .80 crore in 1997-98 . The analysis of the table 
reveals that more and more capital is invested in R&D, by the 
central, state and private sectors. 
5 . 4 Techno logy Transfer: Critical I s sues And Prospect ive 
S t r a t e g i e s : 
The economic, political and social constraints in our country 
act as inhibiting factors in transfer of technology. About 55 per 
cent of the process technologies in the world are patent and are 
available only on the payment of either considerable sum of 
money or conditional payments. The temporary monopoly right 
granted to the patent holder imposes restrictions on competitive 
entry in the world market and forces buyer to import raw 
materials, intermediate machinery and equipment from a 
particular source only.^ There are also restrictions on the use of 
trademarks, brand name or particular pattern of payment of 
minimum royalty. 
In few cases, technology suppliers insist that recipient 
should inform any improvement made in technology without 
obligation to pass on to the recipient information about 
improvement which they make themselves. The TNCs who are 
regarded as the international carriers of technology only seek 
maximizing their own private gains, and the results have more 
187 
(0 
H 
S 
a 
> 
Q 
J: 
(0 
e 
O 
« 
s 
• * - • 
fi 
m 
"(3 
e o 
•p« 
(0 
Z 
(0 
H 
_ 
flj 
U i 
o U i 
o 
CO 
ftj 
• — ' 
00 
0^ 
ff> 
i - i 
ON 
' 
ON 
o> 
rH 
VO 
o> 
ON 
ON 
1 -H 
I f i 
ON 
ON 
o> 
»—( 
CO 
ON 
CN) 
o> 
rH 
T ^ 
ON 
o 
ON 
i - H 
O 
o> 
00 
ON 
1—1 
o 
w 
o 
ON 
»-( 
I D 
VO 
I f i 
I D 
Ov 
i - t 
u 
O 
O (U 
W 
t ^ 
<N 
d CO 
ID 
VO 
VO 
r<-
t ^ 
i - ( 
00 
IT) 
Ov 
r» 
ON 
ON 
r H 
lO 
I - l 
i n 
d 
I—1 
r-
"* 
• * 
00 
- < * -
VO 
VO 
CO 
r^  
CVJ 
00 
i n 
o 
CO 
>. 
CJ 
• « * 
VO 
r» 
I—( 
r^  
00 
vd 
(N 
CO 
r H 
<N 
CVI 
CO 
o 
-I-l 
o Q) 
fJ) 
n i l 
- M 
c 
Q) 
U 
o 
00 
• * 
0^ 
r>-
i n 
i n 
CVJ 
r>-
CM 
o 
r-« 
i n 
vD 
VO 
o 
CO 
Ov 
i n 
T—1 
i n 
CO 
o 
i n 
CVJ 
ON 
i n 
VD 
CO 
o 
1—1 
VO 
c^  
i - ( 
00 
00 
Cvj 
CO 
'd' 
00 
l-H 
i-l 
o 
•*-> 
0) 
c/5 
Q) 
-t- j 
(0 
••-1 
(/) 
i n 
VO 
i n 
r^  
1—1 
CVJ 
VO 
as 
vd 
o\ 
t^ 
r - ( 
r^  
o 
t>^ 
CVJ 
vO 
i-H 
t^ 
00 
00 
T - l 
CO 
I-H 
i n 
CVJ 
vd 
CO 
CO 
00 
c^  
Ov 
• < * 
i n 
• ^ 
i n 
t ^ 
o CO 
T H 
CVJ 
Ov 
i n 
o 
CVJ 
T H 
Wi 
o 
o 
Q) 
(A) 
<i> 
+-> (0 
> 
'>-• 
a. 
CVJ 
t ^ 
* 
o 
o 
vn 
c^  
c^  
r H 
cj 
^ CO 
00 
00 
00 
CO 
00 
"<* 
ts. 
•^ 
^ 
cvj 
CNJ 
VO 
VO 
o 
VO 
"^ 
o 
o 
i n 
Pv 
t-H 
^ 
t x 
0 \ 
CO 
I-H 
0 \ 
t< 
VO 
CVJ 
CVJ 
VO 
ON 
00 
I-H 
^ 
i n 
CVJ 
»n CO 
•^ 
o 
•t-k 
o h. 
(A 
u 
•T3 
C 
Ui 
Q) 
^ 
- M 
tf» 
3 
TD 
C 
kN 
0 
- t - l 
o 
0) 
(0 
> 
> - l 
cu 
«+-
0 
<fl 
+-" 
c 
3 
oa 
o 
V (/) 3 
O 
JS 
c 
• » M 
o 
t^ 
OJ 
r H 
o 
w 
b i 
v> 
(0 
+-" (0 
Q 
o 
2 
. 
• » - l 
3 
Q 
oa 
Dd 
«+-
O 
Q> 
w 
3 
0 
Si 
c 
r H 
T—1 
v> 
O 
M - . 
(0 
• t -J (0 
-a 
-a 
Q) 
• M 
u 
0) 
0 
a 
c 
(0 
in 
• ^ N 
C 
3 
o 
a: 
(/) 
0^ 
l O 
1-H 
-a 
3 
o 
c 
J3 
o 
x : 
5 
CO 
Q 
=>N 
tJ 
Q) 
'5, 
S 
0 
o 
"n 
c 
o 
o 
o Q) 
"o 
o 
0 
-u 
o 
0 
0 
^ 
188 
often been the deprivation and exploitation of the developing 
countries.^ 
The process of technology transfer perhaps has helped some 
developing countries to increase their technological capacities but 
at the cost of their technological autonomy. They gradually get 
into a vicious circle of continuous import of technology and 
thereby increasing their dependence in order to keep themselves 
abreast with the technological developments in the developed 
countries. Although the import of technology facilitated 
manufacturing operation on modern lines, it did not produce the 
desired 'learning effect' to innovate by their own.'" 
It is logical that when technology is not locally available it is 
imported, yet what has been characteristic in India at least 
initially has been the tendency for indiscriminate import of 
technology and under-utilization of potential source of internally 
generated technology.^^ The government should keep a sharp look 
and should follow the strategy to build up the national 
technological capacities with autonomy rather than dependence. 
The aim should be to increase their autonomous capacity for 
directing technological changes towards meeting their own 
economic and social problems. Naturally technological transfer 
would be an essential part of it, but autonomy implies greater 
selectivity in and closer control of externally acquired technology. 
It is also seen that most of the import of technology in India 
has not been always too new areas or industrial techniques but 
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have been ' repeti t ive ' . It is a situation of multiple collaboration 
where entrants into existing product lines seek separate license 
contract with foreign firm, regardless of similar technology 
already available in the country leading to duplicate and repetitive 
payments, leading to indiscriminate or over-import of 
technology.^^ 
Transfer of technology from advanced countries, is basically 
unsuitable to the local environment. The development of 
technology through local adaptation and assimilation is largely the 
result of the pressure of local environment but foreign controlled 
enterprises may not be responsive to such environmental 
pressures. The foreign controlled enterprises generally do not 
commit resources in the host industry. It would thus appear, 
"although technology imports do not always hamper the growth of 
domestic science and technology capabilities, the whole 
importation of technology without efforts to screen, control and 
absorb usually blunts the growth of domestic science and 
technology capabilities".^^ 
in a developing country context, it is often said that 
industrialization is a process of acquiring technical capability in 
the course of continuing technological change. Therefore, the 
influence of foreign direct investment and technology transfer in 
enhancing the national technological capability deserves special 
consideration. It is not to deny the significance of selective import 
of technology for modernization or improvement in productivity. 
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but the mastry gained in importing and productionizing one 
technology should enable greater assimilated.^'' What is 
emphasized is the planning import of technology based on 
industry-wise development in the long run and facilitates 
importation through channels and mechanisms that will help the 
process of internalized learning of basic design technology and its 
development locally. 
The cost of technology transfer has its adverse repercussion 
on the Balance of Payments (BoP), unless the process helps in 
promoting export generation. In general, it can be argued that 
technology transfer may widen export horizon of the recipient 
country and improves its capacity to export. The export potential 
of manufactured products is correlated with marketing 
characteristics. Under foreign collaboration arrangements, a 
developing country expects to acquire at marginal cost the 
externalities of access to market information. The well established 
distribution channels and network, export marketing expertise, 
experience and the like of the tehnology suppliers are in most 
cases the TNCs.^^ The enlarged export horizon so made possible 
may also yield substantial economies of scale in production and 
reduce unit cost of production thus making export competitive 
and profitable to the technology importing country. The transfer 
of technology from advanced countries is thus regarded an 
important instrument for the export development of developing 
countries. 
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5.5 Conclusion: 
A technology is lifeblood for modern corporate sector in 
particular and for common man in general. This chapter deals 
with technological transfer as a major variable in the strategies of 
TNCs. Firstly, form the foregoing analytical discussion it has been 
proved that more and more technology transfer has taken placed 
in post-NEP period compared to pre-NEP period. Nevertheless, 
the above analysis also shows that the in-house industrial R&D 
expenditures in Indian corporate sector have registered a higher 
growth since the inception of the NEP. The analysis further brings 
forth that R&D growth rates are higher and increasing only in 
those industries, where large number of foreign collaborations is 
being matured. 
It has also been observed from the analysis that 
technological transfer is only one element of the technological 
capability and is not adequate to ensure the dynamics of 
technological progress. It has to be backed up with domestic 
technological efforts on a continuous basis to make the imported 
technology appropriate enough to local conditions. On the other 
hand investment on domestic R&D and other domestic technical 
efforts become necessary to assimilate and adopt imported 
technology to local conditions. More often this combined process 
of import and local adoption leads to the development of new and 
modified technology, which the firms tend to export to other 
countries. Thus, a firm with an import-adapt technology strategy 
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and seeking complementary relationship between technology-
import and domestic technology-efforts not only ensures the 
efficient use of the imported higher spectrum technology but also 
enhances its own technological capability in a dynamic sense and 
thereby, the national technological capability. 
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6 . 1 Introduct ion: 
It has been observed from the foregoing discussion that in 
the post-NEP period, the transfer of technology has substantially 
taken place in India as compared to the pre-NEP period. The in-
house industrial expenditure in Indian corporate sectors has also 
registered impressive growth during the period under review. The 
Research Scholar is, however, of the opinion that substantial 
technology transfer as revealed by the study is not the sole 
indicator of sound technological capability of an economy until it 
is backed up with domestic technological development to make 
the imported technology germane enough to local conditions. 
The present chapter is devoted to take an analytical stock of the 
transnational corporat ion 's business activities through joint 
ventures subsidiaries and financial services arrangements in 
India. 
Joint ventures and subsidiaries are not recent phenomena 
in corporate India. A large number of companies are entering the 
international markets either through the joint venture route or 
the subsidiary route. Companies, having developed new 
molecules with significant potential are licensing them to TNCs 
for marketing the same in the future. Joint ventures and co-
marketing have become a necessity to continue to record 
impressive growth in every sector of the economy. It has been 
seen that most of the will of international investors from 
developing countries is to create foreign enterprises mainly in 
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the joint venture and subsidiary arrangements , which fully 
corresponds to their inclination to grant them a more 
considerable space of autonomy or delegating to the level of 
subsidiaries where the authority can take many key decisions. 
So, now days most of the TNCs prefer themselves to enter into 
the market in to the form of joint venture and wholly owned 
subsidiaries. In the succeeding paragraphs , a detailed analysis is 
presented in respect of joint ventures, subsidiaries and services 
rendered by TNCs in India. 
6 . 2 Transnat ional Corporat ions (TNCs) And Joint 
Ventures in India- Industry-wise Analys i s : 
Joint Ventures through TNCs in India have gained currency 
during the post-NEP period. The non-residents Indians generally 
deploy their investment through joint venture mode. Joint 
venture can take place between Indian corporates and between 
foreign and Indian corporates . The joint ventures generally take 
place in two forms viz. financial as well as technical 
collaborations in the following ways. 
joint ventures in Greenfield projects 
TNCs, takeovers or strategic alliances with existing Indian 
corporates . 
A greenfield project is set up with new manufacturing 
facilities and new plant and machinery. For this purpose, an 
Indian joint venture company is to be formed with normally 51 
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per cent equity held by a foreign company. The balance 49 per 
cent can be held by an Indian partner and financial institutions 
or allotted to public by listing the shares on any stock exchange 
in India. The Indian government is increasingly encouraging 
investments in the infrastructure industries. In industries, such 
as, power sector, even equity upto 100 per cent is permitted to 
the foreign companies. 
A comprehensive list of TNCs stake in Indian industries in 
post-NEP period in joint venture arrangement have been 
prepared by the Research Scholar (Table-1). The segmented 
analytical industry-wise study with regard to TNCs in Indian 
industry brings forth that the majority of joint venture with 
Indian industry is in the range of 50 % or 5 1 % stake. The 
industries wherein the joint venture between TNCs and Indian 
industries has taken place are agro-chemicals, pharmaceuticals, 
food processing, electrical equipment, automobile, personal 
product, computer hardware and software, leather products and 
host of consumer products. The economic liberalization regime 
has undeniably paved the ways for TNCs to enter into the sectors 
under reference under joint venture arrangement in post-NEP 
period. 
Table-2 presents statistical data with regard to TNCs joint 
venture with Indian corporates after 1998 onward. The table 
brings forth the effect of liberalization regime on the TNCs as 
their interest to increase equity stake in Indian counterparts is 
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Table -1 
Industry-wise Stake of TNCs in Indian Industry in 
Post-NEP Period under Joint Venture Arrangements 
Industry 
Agrochemical 
Personal care 
Focxi 
^^Pfiarmaccuticals 
Electrical equipment 
Engines 
Electronics-Audlo/TV 
Electronics-Instrument 
2-3 Wheelers 
Drilling equipment 
Lubricants 
Industrial gases 
Photographic equip. 
Paints 
Soaps/Detergents 
Tyres 
Dyes/Pigments 
Car batteries 
Leather footwear 
Bearings 
LCVs/HCVs 
Textiles 
Engine parts 
Mining 
Air-conditioners 
Computer hardware 
TNCs 
Hoechst Schering 
Novartis India 
Bayer India 
Proctor & Gamble 
Reckitt & Colman 
Colgate Palmolive 
Nestle India 
Cadbury India 
Glaxo India 
Hoechst MR 
E Merck India 
ABB 
GECAlsthom 
Cummins India 
Wartsila NSD 
Philips India 
Siemens 
Kinetic Honda 
IngersoII Rand 
Castrol India 
BOC India 
Kodak India 
ICI (India) 
Hindustan Lever 
Goodyear India 
Clariant India 
Exide Industries 
Bata India 
SKF Bearings 
Ashok Leyland 
Coasts Viyella 
MICO 
Sesa Goa 
Carrier Aircon 
Digital Equipment 
Foreign Stake 
50.09 
51.00 
51.00 
65.00 
51.00 
51.00 
51.00 
51,00 
51.00 
50.10 
51.00 
50.99 
66.50 
51.00 
51.00 
51.00 
51.00 
50.92 
74.00 
51.00 
51.00 
74.00 
50.84 
51.00 
74.00 
51,00 
50.70 
51.00 
51.00 
50.94 
51.00 
51.00 
51.01 
51.00 
51.00 
Market Leader 
United Phosphorus 
Hindustan Lever 
Hindustan Lever 
Ranbaxy Laboratories 
BHEL 
Cummins India 
BPL 
Siemens 
Bajaj. Auto 
IngersoII Rand 
IOC 
BOC India 
Jindal Photofilms 
Asian Paints 
Hindustan Lever 
MRF 
Atul 
Exide Industries 
Bata India 
SKF Bearings 
Telco 
Bombay Dyeing 
MiCO 
NA 
Carrier Aircon 
Altos India 
Source: Compiled by the Research Scholar for Capital Market (Various Issues). 
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quite obvious. The another viable reason for the collaborators 's 
interest to increase the equity stake in Indian counterparts may 
be largely attributed to the vast market size, cheap labour cost, 
sound technical and business know-how and availability of 
requisite resources. Table reveals that the foreign companies of 
the countries under reference having current equity stake ranging 
between 18% to 5 1 % are most likely to increase the equity stake 
ranging between 32% to 72%. It is prominently observed from 
the table that the companies under reference are planning to 
convert their minority equity stake into majority equity stake i.e. 
5 1 % or more equity holdings except one company from Belgium. 
Table-3 provides a comprehensive account as regards joint 
venture during Post-NEP period. The product identification of 
individual joint venture has also been specified. Table further 
reveals that TNCs are mainly evincing interest in products, such 
as, t ransport services, airline services, consumer products, 
electronics, drug formulations, advertising and financial and 
leasing services. The interest of TNCs in marketing of products 
in alliance with Indian counterparts is largely in high-tech, 
pharmaceuticals and services. The financial alliance of TNCs 
with Indian counterpart is mainly in the field of computer, 
software, services, consultancy and pharmaceuticals. 
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Tabic - 3 
TNCs Joint Venture and Alliances with Indian Companies During Post-NEP 
Period (Product-Wise Analysis) 
\^^ 
\^ 
Company 
ABC India 
Abacus 
Akai BecWc Company 
Alkyl Amines Chemicals 
Cadlla Pharmaceuticals 
Mudra Communications 
Sundaram Finance 
Baan Infosystems Pvt. 
Baan Infosystems Pvt. 
Baron International 
ELF Lubricants (India) 
Electronic Resources 
IBP Co. 
More pen Laboratories 
Ranbaxy Laboratories 
Stock Holding Corporation of India 
Wipro 
Honda Slel Cars India Technical 
Daewoo Heavy Industries 
Engineers India 
Global Tele-Systems 
Ranbaxy Laboratories Supply 
Alliance With 
Nissin Corporation 
Air India And Indian Airlines 
Videocon International 
Goldschmldt Ag. 
Nichiiko Pharmaceuticals Co. v ^ " ^ 
Vertigo Asia 
Fidis Spa. 
Wipro 
Sun Microsystems India 
Hitachi Home Bectronics Asia (S) Pte. 
Elgi Equipments 
American Power Conversions (India) 
Bharat Petroleum Corporation 
Pari Gmbh. 
Glaxo India 
Elflna Financial Investment Consultancy 
Siebel Systems Inc. 
ICICI, Standard Chartered Bank 
Megatherm Electronics 
Ramco Systems 
Silverslate International 
National Chemical Laboratory 
Product/s 
Transport services support systems 
Airlines Services 
Consumer electronics 
Cosmetic and toilet preparation 
Drug formulations 
Advertising 
Financial & leasing services 
Computer software 
Computer systems 
Electronics 
Lube oils & lubricants 
Uninterrupted Power Supplies 
Lube oils & lubricants 
Drugs, medicines & allied products 
Cephaxelln 
Services 
Computer Software 
Automobiles 
Railway wagons, coaches etc. 
Computer software 
Services & consultancy 
Drugs, medicines & allied products 
Source: Monthly Review of the Indian, Economy Centre for Monitoring Indian Economy 
(CMIE), March-April 1999, p. 29. 
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6 . 3 Transnat iona l Corporat ions And Subs id iar ie s In India-
industry-wise Analys i s : 
A subsidiary is a unit that is incorporated in India but the 
majority control (more than 50%) is held by a single foreign 
company. However, the extent of foreign control in subsidiary 
ranges from 5 1 % to 100%, as wholly foreign owned. Further, a 
subsidiary even though wholly foreign owned is generally well 
integrated into the domestic economy and uses local personnel to 
a large extent, but the control over the operations and policy 
formation of a subsidiary remains with the parent company.^ 
All the foreign investment reform measures aimed at luring 
the MNCs/TNCs to come to India with investment package in 
form of joint ventures and subsidiaries. The TNCs have evinced 
keen interest to set up 100% subsidiary in India in both related 
as well as unrelated lines of business. This subsidiaries syndrome 
is not only beneficent to the Indian affiliates but also for the 
transnational corporations to reap the benefits in multifarious 
ways summarily explained in table-4. Table briefly throws light 
on the conflicting interest of the shareholders with the TNCs 
operating subsidiaries. 
The data set out in table-5 reveals that India had 540 
branches of TNCs in 1973-74 , which kept on declining over a 
period of time to 358 branches in 1978-79 . The assets of 434 
TNCs operating in India valued at Rs. 1790 .4 crore in 1973-74 
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and 2 4 0 1 . 4 crore for 288 TNCs in 1978-79 . These TNCs in 
India operated with a wide range of products, i.e. machinery, 
pharmaceuticals , cigarettes, toothpaste etc. Out of 358 TNCs 
branches present in the Indian economy, the majority 85 were 
engaged in agriculture activities followed by 68 TNCs in 
commerce, trade and finance sector and 58 in community and 
business services, 47 in processing and manufacturing activities 
and remaining 7 in mining and quarrying. 
Table-4 
TNCs 100% Subsidiary And Conflicting Shareholder's Interest 
How 100% subsidiaries benefit a 
Transnational 
With 100% subsidiary TNCs comfortably 
controls several ventures in the country through 
one holding company. 
TNCs with 100% subsidiary enjoy a separate 
route to make investments in fresh joint ventures 
and thereby retain the entire profit. 
Setting up 100% subsidiary provides TNCs the 
option of engaging in businesses, which are 
beyond the scope of the existing ventures. 
The TNCs enjoy the option of taking out a loss 
making business pursue it independently. 
How 100% subsidiaries are against the 
shareholders 
Shareholders are deprived of in existing ventures 
of the profits accruing from new business. 
TNCs are generally averse to bring in fresh 
investments at the time of hiking stake. 
Couki lead to conflict of interest in cases where 
the 100% subsidiary is in the same business. 
The fully owned ventures will exploit the brand 
and distribution network developed by existing 
ventures. 
Source. Business Today, New Delhi, August 22-September 6, 1995, p. 20. 
A similar trend is witnessed with regard to presence of 
number of subsidiaries in the Indian economy for the period 
under reference. However, the assets of these subsidiaries had 
an upward trend - Rs. 1363 .7 crore in 1973-74 , which increased 
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to Rs. 1706 .6 crore in 1978-79 . The dominating number of 
subsidiaries was operating in manufacturing and processing 
followed by commerce, trade and finance and agricultural 
activities. 
Table - 5 
A s s e t s of Branches And Subs id iar ies of TNCs in India 
( 1 9 7 3 - 7 4 to 1 9 7 8 - 7 9 ) 
Year 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
Branches 
Number 
540 
510 
482 
482 
473 
358 
Assets 
1790.4 (434) 
2129.8 (424) 
2084.4 (393) 
2178.2 (396) 
2393.4 (384) 
2401.4 (288) 
Subsidiaries 
Number 
188 
183 
171 
161 
146 
125 
Assets 
1363.7 
1534.6 
1626.2 
1649.6 
1741.6 
1706.6 
Note: The Figures in brackets represent the number of TNCs branches to which Assets 
relate. 
Source: Compani; News and Notes, Vol. XVIIJ, June 1980, No. 6. 
By and large the significant point which may be deduced 
that the declining trend of number of branches of TNCs and 
number of TNCs subsidiaries was owing to the restrictive policy 
of the government with regard to operation of TNCs and political 
imbalances and instability prevalent in the country during the 
period under review. 
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A Wholly owned subsidiary is not a recent phenomenon in 
corporate India. Over the years, a number of multinational 
corporates have set-up fully- owned subsidiaries in India. The 
TNC's contention for setting up 100% subsidiaries is the need to 
protect their proprietary technology. The fact that it was only 
recently that India took measures to move towards a product 
patent regime in the pharma sector, for instance, means the 
anxiety of foreign companies, until recently, was real. In a 
process patent regime, drug companies in India adopted 'reverse 
engineering ' ; enabling them to manufacture most drugs which 
were developed in other parts of the world (Table-6). This, the 
' tf 
developed count des__^£n£id^redj__A__vio]ation of Intellectual 
Property Rights (IPRs).^ 
Besides the laxity in enforcing IPRs, a vast and growing 
Indian market is an inducement for foreign companies to set up 
their shops in India. And, the fullest benefit of one of the 
world's biggest markets, goes the TNCs reasoning, can be best 
tapped through fully owned subsidiaries. This is particularly true 
in the consumer goods and pharmaceutical businesses, qiven 
India's large population base, which has now surpassed the 1-
billion mark.^Yhe op'ening~~df~th:e''^onomy since the early 90s, 
which saw the 40 per cent equity restriction getting dismantled 
for foreign partners in many areas, also made the 100% 
subsidiary route enticing. 
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Table - 6 
TNCs Including Those with 1 0 0 % Subs id iar i e s , 
Cont inue at a high Discount ing on the Bourse s (Upto 
S e p t e m b e r , 1 9 9 9 ) 
E. Merck 
Gemrman Remedies 
Glaxo 
Hoechst Marion 
Parke-Davis 
Pfizer 
Rhone-Poulenc 
Smithkline Pharma 
Wyeth Lederele 
Colgate Palmolive 
Reckitt & Colman 
Cadbury India 
Nestle 
Monsanto Chemicals 
Latest 
EPS 
(Rs.) 
15.6 
32.2 
11.5 
4.2 
4 .4 
14.9 
38.0 
11.0 
13.2 
3.1 
7.4 
10.0 
9.4 
53.4 
Price (Rs.) 
( 1 4 / 9 / 9 9 ) 
651.90 
1024.95 
722.00 
612.20 
380.60 
962.20 
1361.65 
394.0 
624.60 
261.00 
449.00 
860.75 
639.70 
2025.00 
P/E 
Ratio 
41.8 
31.8 
62.2 
145.8 
86.5 
64.6 
35,8 
35.8 
47.3 
84.2 
60.7 
86.1 
68.1 
37.9 
Source: Capital Market, Vol. XIV, Oct. 3, 1999, p. 24. 
Many top-notch t r a n s n a t i o n a l without a presence in India 
hitherto have already set-up fully owned subsidiaries in the 
country, while quite a few others are waiting in the wings. With 
a view to safeguard the interests of shareholders of the Indian 
affiliates or joint ventures, the indust/y ministry, in Dec. 98 , 
issued guidelines which inter alia state that any foreign company 
that intends to set up a 100% subsidiary has to obtain a no-
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objection certificate (NOC) from its existing Indian joint venture 
partner . That is, any foreign company which already has a joint 
venture in India, either by way of a technical collaboration or a 
financial tie-up with an Indian promoter , has to obtain the 
lat ter 's clearance before it sets up a wholly-owned subsidiary in 
the same area of activity." 
In joint ventures between one foreign partner and another 
Indian promoter , the interests of the Indian partner and other 
stakeholders, i .e. , public shareholders co-exist and the interest 
of public shareholders, thus, can be protected. However, it is in 
situations where only the foreign company has say 40% or 5 1 % 
stake and there is no single largest Indian pa r tne r /p romote r , and 
hence, no requirement of a NOC, that the setting up of 100% 
subsidiaries and leave the public shareholders high and dry. 
Incidentally, there is no provision in the Companies Act 
requiring shareholders approval, in such cases let alone of 
getting a special resolution passed in an extraordinary general 
meeting. Worse, the Act does not even call for an unanimous 
decision by the company's board, though it states that the board 
of directors has to act in the interest of all the shareholders of 
the comapny.^ 
In companies where there is hardly any representat ion by 
public shareholders (including institutional investors), the board's 
nod for the 100% subsidiary of the par2nt may not be very hard 
to come by. With share prices of most TNCs ruling at high levels 
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on the bourses. TNCs are preferring the easier, 100% subsidiary 
route, rather than by out the existing shareholders and convert 
the existing affihate into a 100% subsidiary-a rather expensive 
proposition.^ 
But, this could severely affect the company's valuation on 
the bourses, leaving small shareholders in a lurch. Because the 
setting up of a 100% subsidiary by an existing TNCs in a 
growing business is likely to be the most adverse development 
from the point of view of domestic shareholders of any TNCs 
affiliate. This is more so when the proposed subsidiary's areas of 
interest are the same as that of the existing TNCs. 
Table-7 furnishes information about TNCs setting-up 100% 
p - . — • — . 
subsidiaries in manufacturing, marketing and R&D. From the 
table it is discernible that Pfizer Limited, a TNCs in 
pharmaceuticals has got FIPB approval for setting up its 100% 
subsidiary to manufacture five new drugs from basic stage. It also 
plans to set up full-fledged research laboratory. 
Honda from Japan is presently working with Hero Motors 
under the joint venture settlement in which it has both financial 
and technical collaboration for the manufacture of motorcycles. 
Now Honda has got NOC for setting up its 100% subsidiary 
namely Honda Motorcycles and Scooters . Though the Japanese 
Company will concentrate on the manufacturing of scooters for 
the first five years, it would be free to manufacture motorcycles 
after the expiry for the five year period. In the initial year, main 
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Tabic - 7 
TNCs 1 0 0 % Subs id iar ies in Manufacturing, Marketing and 
R & D-The Preferred Option (During Post-NEP Period) 
Indian 
Company 
Parents 
100% 
Subsidiary 
Status 
100% 
Subsidiary 
of 100% Subsidiary's Areas of Activity 
.^-WfterDfnlted Granted 
approval 
RPB Manufacture ot 5 new drugs from basic stage, set up full 
fledged research lab 
Hero Honda Honda 
Motorcycle & 
Scooters 
NOC granted by 
Munjals of Hero 
group 
Manufacture of scooters with an initial capacity of 1 lakh p.a. 
Free to expand product range to include all two/ three 
wheelers after 5 yeats. 
Smithkline Beecham 
Consumer Health 
Ore/Smithkllne 
Bcecham 
PfiarmacButlcals 
Smithkme 
Beecham Asia 
Existing Manufacture and marketing of oral care and over-the- counter 
(OTC) products. 
Parke-Davis Wamer 
Lambert India 
Existing Manufacture and marketing of confectioneiy products; owner 
of welll-known brands Clorets and Chicklets. 
Clba Speciality 
Chemicals (I) 
Clba India Existing Carry on R&D activities 
Procter & Gamble P & G Home 
Products 
Existing Marketing of detergents and other personal care products. 
Owner of the well-known Ariel brand of detergents. 
E.Merck Existing Conduct developmental research on bulk drugs and 
formulations 
Hirxiustan Lever Unilever India Existing Cany research at its Research Centre In Bangalore. 
Easun Reyrolle Rolls-Royce 
Enerry Systems 
Set up recently Development and Installation of power generation systems. 
ABB Existing Act as a holding company for investments In the country. 
Source: Capital Market, Vol., XIV, Oct. 3, 1999, p. 46. 
focus of Honda will be on scooters manufacture of a capacity of 
1 lakh per annum. But it will be free thereafter, to manufacture 
every range of two/ th ree wheelers. With a market shift in the 
two wheeler market in favour of motorcycles, which is expected 
to continue, higher growth rates in the future in the motorcycle 
market seems to be driving force that has lured the Japanese 
company to establish a 100% subsidiary. 
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Smithkline B e e c h a m _ h a s already its 100% subsidiary, 
namely Smithkline Beecham Asia. It is manufacturing and 
markpt inj of ornl ^nf^ -"^^ nrgnirnH »;P1] Icrmwn apalgp.qir. brand 
Crocjn from Duphor Interfran. It has also shifted its well-known 
Eno brand from its Indian partner to its 100% subsidiary. This is 
sending a frightening signal to the shareholders of the Indian 
company, that TNCs can quietly shift their reputed brands to 
their 100% subsidiary. 
Warner Lambert India, the 100% subsidiary of Warner 
Lambert of US, is already in existence. It is manufacturing and 
marketing confectionery product, whereas its 40 per cent 
subsidiary in India Parke-Davis (India) is in the pharmaceuticals 
business. Ciba Speciality Chemicals Group, which is the parent 
company of Ciba Speciality Chemicals (India), have set up 100% 
subsidiary in India for carrying out research and development 
programmes. In the field of R&D, Unilever, parent company of 
Hindustan Lever Limited and E. Merck, parent company of E. 
Merck India has established their 100% subsidiaries. 
Procter and Gamble has already established 100% 
subsidiary and marketing of detergents and other personal care 
products is done by it. Easun Reyrolle has recently set up its 
100% subsidiary, namely Rolls-Royce Energy Systems and it is 
working in the field of development and installation of power 
generation systems. ABB has also set up its 100% subsidiary and 
acting as a holding company for investments in the country. 
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It is evident from the table that the subsidiary syndrome is 
now catching the flare. Most of the TNCs are now trying to 
establish their 100% subsidiary and they are also forming the 
opinion that their reputed brands should be shifted from their 
Indian counterpar t . This is not a good sign especially for Indian 
shareholders . The government should take some initiative for 
checking these types of activities of TNCs. 
The 100% subsidiary syndrome has been quite rampant in 
the pharma industry. According to observers in the industry, 
TNCs companies are gearing up for the produces ot parent 
regime, to be in place by 1 Jan. 2 0 0 5 , by setting up 100% 
— " * 
subsidiaries. Thus, they will not have to share the bonanza that 
they Stand to gain from new, protected products that they will 
launch through their wholly owned subsidiaries. ' 
Besides the apprehension of new product launches likely to 
be routed through wholly-owned outfits, investors are also 
worried about the possibility of some of the TNCs quietly 
transferring key products /brands of existing affiliate to the 100% 
subsidiary over the years if the menace remains unchecked. ^ 
Nevertheless, the onus of proving that the setting up of 100% 
subsidiary will not impair the fortunes of the existing affiliate will 
lie with the TNCs. And this is where the key issue of corporate 
governance and transparency comes into prominence.^ 
When a foreign company operates a 100% subsidiary, what 
it has is a 100% ownership of profits. But when it dilutes its 
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stake, what it does is the sharing of wealth with the local people, 
simultaneous ly using the tool of market capitalization for its 
future growth - a win-win situation for all. According to Shah, 
"globally, more and more TNCs are realising the importance of 
the model of sharing and par tnership (with local people) ." 
While this model may prima facie appear restrictive, the 
idea is to have a large number of qualities transnational with 
high quality of products and processes to come into the country. 
And, therefore, a certain amount of give-and-take is called for.^° 
6 . 4 Transnat ional Corporat ion ' s (TNC) Part ic ipat ion In 
Sec tora l D e v e l o p m e n t of Indian Economy (Joint 
venture And Subs id iary Arrangements ) During Post -
NEP Per iod: 
In the following paragraphs , the Research Scholar has 
made an attempt to study the different facets of joint ventures 
and subsidiaries by TNCs with Indian counterparts with exclusive 
focus on their participation in sectoral development of Indian 
economy during post-New Economic Policy (NEP) period. 
Table-8 provides a succinct profile of TNCs in power 
project during the post-NEP period. Seven big TNCs giants have 
power project in India with the aggregated cost of approximately 
more than US $ 6000 million. The states to have allowed these 
projects are Orissa, Gujrat, Maharashtra, Karnataka, Andhra 
Pradesh and Tamil Nadu. 
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Tablc-8 
Power Projects by Transnat ional Corporat ions 
(During Post-NEP Period) 
Company 
AES Transpower, US 
Cogentrix 
National Power & Ashok Leyland 
Enron, GE Bechtel, US 
Torrent SImens 
ST Power System & CMS 
Generation 
Spectrum Power 
Generation 
Project 
16 Valley 
Mangafore 
Vishakhapatnam 
Dabhol 
Paguthan Gandhor 
Naively 
Godavarl 
State 
Orlssa 
Kamataka 
Andhra Pradesh 
Maharashtra 
Gujarat 
Tamil Nadu 
Andhra Pradesh 
Capacity 
(MW) 
2x210 
1000 
2x500 
1920 
655 
250 
200 
Project 
Cost ($ M) 
334 
667 
1000 
2600 
710 
400 
219 
Source : Khan, A.Q. 'TNCs And Globalization of Indian Economy", UGC Minor Research Project, 
Sponsored bi) AMU, Aligarh, 1998. (Unpublished), p. 170. 
In retrospect , in 1947 , the power generating capacity of 
our country was a meager 10 ,000 MW. Fifty years later, the 
installed capacity stands at a little over 79 ,000 MW. Even with 
this mammoth increase in generating capacity, the demand for 
power outstrips the supply by a huge margin. For an emerging 
economy like India, it is absolutely essential to generate more 
power in order to maintain the pace and momentum of economic 
growth. In this endeavor, the role of TNCs is commendable in 
the wake of liberalization for globalization. The government 's 
efforts to attract TNCs/MNCs in power sector through number of 
liberalization packages are a welcome step. What actually at 
present is needed is speedy clearance of projects based on clear-
cut framework to create the perception for a machinery meaning 
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business. Only then the MNCs/TNCs will be largely influenced 
to commitment to investment in power sector. 
Telecommunication And Global TNCs Telcom Majors: 
"Those TNCs/MNCs which are well known in their field are 
being awarded with that piece of job, as eight joint ventures 
(Table-9) have been awarded licenses to provide cellular mobile 
services in metroes , that include those of BPL systems and 
projects with France Telecom, Usha Martin with Telecom 
Malaysia and Hutchison Telecom with Max India. Seven licenses 
have been awarded for other circle. Similarly, as many as 14 
companies have been awarded licences for paging services. In 
the area of pager manufacture. Motorola has set up a unit in 
Bangalore and also plans to manufacture its entire range of 
cellular phones . Phillips is also a major player in page 
manufacturing".^^ 
"Several TNCs/MNCs have queued up along with the 
domestic par tners , for providing basic services. In fact earlier 
some transnat ional /mult inat ionals withdrew as they found DOT-
revenue sharing formula unacceptable. Several multinationals 
have established manufacturing facilities for large switches-these 
include Alcatel, Simens, AT & T, Fujitsu and Ericsson. Despite 
the steep price of the hands etc. and the high calling charges, 
there is expected to be substantial demand for cellular phones in 
the upper middle-class segment of the market. The passage of 
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the Telecom Regulatory Authority (TRAI)bill has set standards, to 
facilitate revenue sharing and help smoothen the process of 
reforms in this sector".^^ 
Table-9 
Mobile Phone Companies in Metros (Joint Ventures And 
Subsidiary Arrangements) During Post-NEP Period 
Name of the Company 
Hutchison Max Tel. 
BPL Sys. & Project 
Sterling Cellular 
Bharti Cellular 
Usha Martin 
Modi Telstra 
Skyeell Com. 
RPG cellular 
TNCs/MNCs 
Hutchison Telecom. 
France Telecom, LCC 
Cellular Comm. International 
General Des Eaux. EMTEL 
Mobile System International 
Telecom Malaysia 
OTC International, Australia 
Bell South, US, Milicom International Cellular 
Vodafone, UK 
City 
Mumbai 
Mumbai 
Delhi 
Delhi 
Calcutta 
Calcutta 
Chennai 
Chennai 
Equipment Manufacturers (Joint Ventures And Subsidiaiy Arrangements) 
Switching Equipment 
Alcatel 
Simens 
AT&T 
Fujitsu 
Pagers 
Motorola 
Philips 
Nokia 
Samsung-Punwire 
Source: CMI, Capital Market, Januaiy 1-14, 1996, In Khan, A.Q. "TNCs And Globalization 
of Indian Economy", UGC Minor Research Project, 1998 (Unpublished), p. 266. 
Table-10 provides information regarding the domestic 
companies as well as foreign companies having category 'A' 
license fee offers. It is discernible from the table that 
TNCs/MNCs and domestic combinations have outbid the 
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domestic companies in cellular tender's race. The AT & T-Birla, 
US West-BPL, Modi-Vanguard, Escort-First Pacific are those 
combination which have fairly done well.^^ 
Tablc-10 
Category "A" Licence Fee Offer (During Post-NEP Period) 
Bidder 
Reliance Telcom 
Essar Telecom 
Faocel Ltd. 
US West BPL Ltd. 
C.G. Com (P) Ltd. 
Cellular Com. (I) 
Hexacomind 
Modi Com. Network 
Tata Comm. 
Pune wire 
Dalmia Comm. 
Srinivas Cellcom. 
Satyam Telecom. 
Bhilwara Cellular 
Network Systems 
JT Mobile 
SPIC Telstra 
Cosmic Mobitel 
Telelink Cellular 
Hinduja HCL Singt. 
Arm Cellular 
Kirti Telecom. 
Easy Cellular 
Hughes Ispat 
Finolex Telecom. 
Birla Comm. Ltd. 
Videocon Cellular 
Bids 
Kamataka 
99 
318 
1003 
1034 
521 
235 
310 
1393 
902 
811 
451 
720 
— 
252 
380 
1320 
209 
811 
288 
~ 
501 
503 
555 
534 
154 
1320 
350 
Gujarat 
303 
831 
1229 
1243 
424 
315 
— 
— 
979 
840 
335 
— 
— 
394 
450 
— 
297 
661 
440 
902 
— 
560 
678 
~ 
120 
1794 
430 
A.P. 
102 
766 
— 
968 
261 
161 
240 
509 
858 
552 
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730 
474 
— 
250 
1001 
393 
— 
298 
421 
450 
— 
— 
— 
— 
— 
~ 
Maharashtra 
330 
919 
1139 
1463 
— 
165 
— 
— 
1001 
— 
— 
— 
— 
— 
— 
— 
— 
911 
69 
— 
— 
503 
— 
667 
132 
1658 
— 
T. Nadu 
42 
456 
— 
836 
195 
85 
— 
— 
~ 
— 
— 
450 
315 
— 
80 
— 
105 
— 
— 
541 
315 
__ 
— 
— 
__ 
„ 
Source: Financial Express, 16 August 1995, p. 15. 
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In fine, telecommunication is at the top the agenda of the 
MNCs/TNCs. During August 1991 to July 1996 , the number of 
collaborations in telecommunication were 266 with approved 
investments of Rs. 19488 crore. This proves the fact that in post 
liberalization this sector has manifested some quick movement of 
a core character and in this process the contribution of 
TNCs/MNCs is tremendously appreciative. 
Fuels/Oil And Transnationals: Post Liberalization 
Attractions: 
As the Indian Oil companies were not in the position to 
avail the product demand so the government announced revised 
guidelines for development of oilfields where ONGC and OIL 
were to have a stake of 26 per cent - 40 per cent. This is 
expected to bring in an additional US $ 4 billion in investment 
(Table-11). Many international oil giants have entered into 
exploration e.g. Shell has signed a production-sharing contract 
along with ONGC for exploration of a block in Rajasthan. 
Samson International along with CSFC and Hindustan Oil 
Exploration. Enron Oil and Gas International has tied with 
Reliance to explore oil in 3 fields of Bombay High. Occidental 
Oil Company (US) has in fact sought Government for a approval 
to set up a 100% subsidiary.^"^ 
The other phase downstream which considers oil refining 
and marketing also has the same condition. In this section the 
Gulf countries have taken a keen interest as Bharat Petroleum 
218 
and Oman Oil Company. Indian Oil recently finalised an MoU 
with Kuwait Petroleum Company to set up a 6 million metric 
tonnes per annum refinery at Paradip, but in all these cases the 
TNCs stake is restricted to 26 per cent. Last year, the 
government drew up a four point strategies enhance energy 
security, with the objective to ensure that petroleum products are 
available across the country at the minimum cost and on a 
regular basis. Further, it seeks to maximise India's share in the 
global oil reserves. The strategy consists of (a) Exploration 
Abroad (b) New Refineries (c) Pipeline Grid (d) Strategic 
Reserves. '^ 
Tablc -11 
New Entrants Transnat ional Corporat ions (Joint Ventures 
And Subsidiary Arrangements) During Post-NEP Period 
Indian Partner 
Lubricants: 
BPCL 
IBP 
IOC 
Refineries : 
BPCL 
HPCL 
IOC 
MNCs / TNCs 
Shell 
Caltex 
Mobile 
Oman Oil 
Oman Oil 
Kuwait Petroleum 
Foreign Equity 
51 % 
51 % 
50 % 
26 % 
26 % 
26 % 
Source : Khan, A.Q. "TNCs And Globalization of Indian Economy", 
UGC Minor Research Project, Sponsored by AMU, Aligarh, 
1998, (Unpublished), p. 269. 
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Transnationals In Automobiles: 
Table-12 reveals post-NEP important joint ventures such as 
a joint venture between PAL and Automobiles Peugeot of France. 
There is lots of other giant Manufacturer who are running in the 
race. Mercedes Benz India Pvt. Ltd, is the latest joint venture in 
this segment. Diamler Benz, Germany, and Telco launched the 
Rs. 20 lacs Mercedes Benz E220 Model last month with much 
fanfare. The total investment envisaged for the plant at Pimpri in 
Pune was US $ 95 million. The others like General Motors in 
collaboration with Hindustan Motors have rolled out Opel Astra. 
Cielo the joint venture of Daewoo of Korea and DCM has already 
hit the road. Even BMW is in search of partner for car 
manufacturing. These TNCs are having a huge manufacturing 
plans in the country.^^ 
Table - 12 
The Major Tie-Ups (Between TNCs and Indian Companies) 
During Post-NEP Period 
Foreign 
Company 
Peugeot 
Mercedes 
General Motors 
Ford 
Daewoo 
Indian 
Collaborators 
Premier Automobiles 
Telco 
Hindustan 
Mahindra & Mahindra 
DCM 
Car Model 
Peugeot 
309 
Benz E220 
Opel Astra 
Ford 
Ceilo 
Project 
Cost 
(Rs. Crore) 
621 
330 
320 
1700 
3500 
Foreign 
Equity 
Stake 
31.8 % 
51 % 
50 % 
50 % 
51 % 
Source: Compiled bj; the Research Scholar from Various Sources 
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Consumer Elctronics/White goods sector-Green Pasture 
for Transnational Corporations: 
Since the opening of this sector, large number of TNCs has 
sought entry (Table-13). Sony Corporation made a grand entry 
by setting up 100% subsidiary in India. There has been 
considerable opposition to the permission granted to Sony 
Corporat ion, on the ground that no export commitments have 
been imposed and that the company aims to sell as many as one 
million sets by the turn of the century. Earlier there were only 
the technical collaborations Indian companies had with them, 
like BPL with Sanyo, Videocon with Toshiba and Onida with 
JVC. The demand for electronics goods are rising day by day, 
the colour TV market is expected to grow to 4 .8 million from the 
present 1.8 million, while the black and white to 10 .3 million 
from the present 5.8 million by the turn of the century.^' 
Table - 13 
The Major Tie-Ups With Transnational Corporations (TNCs) 
During Post-NEP Period 
TNC 
Sony 
Goldstar 
Matsu^ita 
Whirlpool 
Hectrolux 
Sanyo 
Whirlpool 
Indian Partner 
-
Besta vision 
Salora International 
Kelvinator 
Maharaja International 
BPL 
Whirlpool Intemational' 
Foreign Equity 
100% 
51% 
51% 
51% 
51% 
50% 
79% 
Products 
Television sets and audio products 
Television sets 
Television sets 
Refrigerators 
Refrigerators 
Washing Machines 
Washing Machines 
Note: * Formerly TVS Whirfpoof 
SouKe: Same as Table-12 
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The white good sector has the entry of Electrolux with 
Maharaja International and Whirlpool with Kelvinator. Whirlpool 
has also raised its stake in TVS Whirlpool to 78.5 per cent by 
taking over TVS stake. 
Food Processing Industry: Hunting Ground for 
Transnational Corporations: 
India after opening up its economy has attracted every type 
of TNCs to invest for. Such is one of the cases with food 
processing companies, by looking at the huge Indian Market they 
have very ambitious plans to direct. There were others still 
deciding to looking for domestic partners, some TNCs have made 
a comfortable entry (Table-14). Godrej and Pillsbury Company (a 
subsidiary of the US $ 15 billion) in which Pillsbury has 51 per 
cent stake. Heinz Company, which started by acquiring the 150 
crore food product division of Glaxo, has planned to bring US $ 
90 million.^^ 
Table - 14 
The New Entrants In Food Processing (Joint Ventures 
And Subsidiary Arrangements) During Post-NEP Period 
Company 
Coca-Cola 
Pepsi Food 
Heinz 
Kelloggs 
Mac Donalds 
Pillsbury 
CPC International 
Stake 
100 % 
91 % * 
100 % 
100 % 
100 % 
51 % •• 
51 % • " 
Initial Investment 
US$ 70 Million 
US$ 90 Million 
US$ 70 Million 
US$ 60 Million 
N.A 
N.A 
N.A 
Note: * 9 % held by Punjab Agro; ** 49 % held by Godrej Foods; 
*** Increased Stake in Corn Products (India) 40 %. 
Source: Same as Table-12. 
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"In this new era of economic liberalization the ministry has 
undertaken to act as a catalyst and it has approved foreign 
investments to the tune of Rs. 2 1 5 2 . 9 crore. In this sector corn 
products and Cadbury (India) had increased their share holding 
after permission was granted by the government allowing 51 oer 
cent or more foreign equity. This sector is bringing a huge 
amount of the total foreign inflow which constitutes about 5.5 
per cent of the total inflow."^^ 
6 . 5 Per fomance Appraisal of TNCs In Joint Venture And 
Subs id iary Arrangements (Sample -S ize of Top 2 5 
TNCs In each Arrangement) And Their Impact on 
Indian Economy During Post-NEP Per iod . 
In the following paragraphs a critical study has been made 
to appraise the performance of top 25 TNCs operating in 
different sectors of Indian economy under joint venture 
arrangement . The method of studying the financial performance 
of sample sized TNCs, the following parameters have been taken 
into account: 
Sales 
Net profit 
Interest 
Net Worth 
Tax 
Import 
Earning Per Share (EPS) 
The Research Scholar opines that these parameters for 
performance appraisal of the selected TNCs (sample size of 2 5 
under each arrangement) would provide a base to corroborate the 
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hypotheses that TNCs are making contribution to the overall 
growth of the Indian economy specially during post 
liberalisation regime. 
The statistical data with regard to sales, net profit, 
interest , net worth, tax, exports and earning per share (EPS) of 
top 25 TNCs under joint venture arrangement in India during 
post-NEP period (1991-1999) have been incorporated in table-
15. Sales made by these TNCs hailing from different sectors 
have registered an increasing trend. Annual average growth rate 
of sales is highest (4659 per cent) in miscellaneous industries 
sector (46 .59 per cent), followed by automobiles industry (36.45 
per cent), food products /personal care (27. 21 per cent) and 
engineering/electr ical (22 .95 per cent). Increase in the sales is 
the result of joint venture and use of high technology. Better 
market penetrat ion and mass scale production have resulted in 
higher sales. It is a healthy impact of globalization through 
liberalization. 
Table further provides factual information about net profit 
made by TNCs under reference during the same period. Highest 
annual average growth rate in net profit have been achieved by 
automobile industry, followed by miscellaneous industries, 
engineering/electr ical food products /personal care industry. The 
growth in profit is resulted due to the use of cost reduction 
technique and efficient management provided by the TNCs. 
224 
0^ 
0^ 
0\ 
ON 
c 
s 
-I 
c 
0 
e 
s 
e 
(3 
a (2 
I 
s u 
e 
g 
u 
5 C 
< e 
< e 
0^ 
(^  ON 
00 
ON 
ON 
r-
ON 
ON 
VO 
o> 
O N 
i n 
ON 
.—< 
* 
ON 
ON 
CO 
O N 
ON 
W 
ON 
O N 
1-H 
»-* 
O N 
ON 
1-H 
i n 
^ 
^ 
CM 
O 
i n 
NT 
CO 
NC 
ON 
•<* CN) 
o 
^ 
CO 
00 
C>J 
r--
^ CO 
CM 
w 
i n 
CO 
CO 
p j 
c^  
•<* 
i n 
C>0 
5 
C>J 
yf) 
c^  
1-H 
00 
^ 
ON 
i n 
VO 
ON 
o 
CN) 
1-H 
c^ 
o 
00 
S 
J D 
O 
6 
0 
< 
i n 
ON 
CM 
m 
»-< CO 
•^  CO 
t - ( 
^ 
CO 
00 
1—1 
T H 
r^  
VO 
CO 
ON 
o r-t 
»H 
CO 
s o T~t 
CM 
CM 
S 
CO 
o 
VO 
?; 
i8 
flO 
iri 
CO 
in 
o 
CM 
CO 
•* 
•(5 
V 
ft) 
c 
• 5 
5 
f - H 
CM 
CM 
0 
CM 
CO 
^ CO 
CO 
r^  
CO 
i n 
• ^ 
I—t 
CO 
i n 
0 
•5t 
*-H 
00 
CM 
1-H 
e^  
CO 
CM 
T t 
i n 
ON 
CM 
00 
1-H 
1-4 
1-* 
ON 
CO 
i n 
1-H 
00 
0 
CO 
r v 
1-H 
1-H 
^ 
CM 
i 1-H 
1 - H 
0^ 
VO 
O N 
c 
1 
T3 
c^  
i n 
i§ 
CO 
r» 
t ^ 
0 
i n 
T - 4 
CM 
<7N 
c^  CM 
'^ 1-H 
i n 
0 
ON 
CM 
CO 
1—t 
1-H 
' I 
1-H 
ON 
1-H 
CM 
ON 
i n 
ON 
0 
t~-
CM 
VO 
r-« 
r^  1/5 
ON 
M 
v^ 
r^  
^ 
CM 
• « * 
c^ 
CO 
00 
CO 
CO 
CO 
0 
c^ 
CM 
9 
0 
JS 
at U 
^^ 
u 
.S 
• i 
• J 
<c 2 
cu 4^ 
1 
<D S i 
E r, 5 c 
c: 3 
< ^^  0 
c^ 
c^ 
O N 
1-H 
00 
r^  
VO 
c^  
i n 
ON 
1-t 
c^ 
c^ 
T-H 
CO 
O N 
ON 
t - 1 
CM 
ON 
ON 
1-H 
ON 
ON 
r-i 
1 
_c 
1-H 
in 
d 
CO 
1-H 
VO 
CM 
00 
5 
1-H 
00 
CO 
«* CO 
ON 
1-H 
i n 
r-CM 
CM 
VO 
iri 
CNJ ( N 
CO 
^ CM 
in 
< * 
00 
CM 
CM 
0 
0 
0 
i n 
i - ( 
i n 
CO 
(A 
M 
0 
^ 
NO 
CO 
d 
CO 
0 
ON 
5 
1-H 
0 
CO 
^ CM 
1-H 
^ 
i n 
0 
1-H 
1-H 
ON 
O N 
VO 
C^ 
in 
i-H 
CM 
00 
d 
VO 
CO 
CM 
c^  
CM 
c^  
CO 
CNI 
00 
00 
CO 
"re 
1 
c 
•c 
0) 
c 
•5 ii 
in 
0 
iri 
CM 
s 
CO 
CM 
<^  
c^  
CO 
0 
CM 
i n 
i n 
0 
00 
1-H 
VO 
VO 
vb 
in 
1-H 
VO 
0 
1-H 
• < * 
i-H 
CO 
00 
1-H 
00 
0 
ON 
00 
VO 
1-H 
CM 
r^  
(3 
c 
t ; 
•V 
0 
£ 
i n 
0 
CO 
i n 
CM 
VO 
0 
CTN 
i n 
^ t ^ 
VO 
r-
i n 
^ r^  
0 
r-. 
« 
1-H 
VO 
CM 
0 
5 
in 
in 
c^ 
CO 
CM 
CO 
in 
CM 
00 
00 
1-H 
c^  
VO 
»H 
3 
0 
JS 
s 
2 
u 
e 
• (2 
u 
<u 
*< 
O) c 
II 
c 5 
< 9 0 
O N 
O N 
ON 
ON 
ON 
r~ 
0 
ON 
<?> 
c^ 
1-H 
i n 
ON 
1-H 
ON 
ON 
i H 
CO 
c^  ON 
i - ( 
CM 
ON 
ON 
1-H 
ON 
0 
_c 
CO 
00 
1-H 
CO 
00 
0 
1-H 
0 
CO 
1-H 
r~t 
0 
00 
c^  
« 
VO 
CO 
O N 
in 
in 
i n 
S 
ON 
ou 
1-H 
w 
ON 
CM 
CM 
aa 
00 
1-H 
VO 
v> 
0 
E 
0 
3 
< 
X 
CM 
c^  
00 
c^ 
CM 
CM 
O N 
CO 
CM 
ON 
i n 
1-H 
CM 
c^  
VO 
c^  
00 
1-H 
VO 
T-H 
0 
CO 
1-H 
0 
0 
no 
1-H 
00 
r-
T t 
* - H 
1-H 
VO 
CO 
TH 
13 
1 
c (V 
c 
•51 
& 
0 
CO 
VO 
CM 
VO 
in 
»-H 
00 
1-H 
1-H 
r--
ON 
CM 
1-H 
CM 
i n 
1-H 
^ H 
0 
06 
CM 
ON 
vd 
0 
VO 
0 
T H 
00 
c^  
CM 
1-H 
ON 
CJN 
6 
c 
CD 
V) 
1 
CM 
CO 
CM 
CM 
0 
m 
c^ 
1-H 
c^ 
CO 
c«i 
1-H 
1-H 
00 
vii 
1-H 
1-H 
^^  
VO 
I-H 
VO 
T-H 
CM 
1-H 
VO 
1-H 
CM 
1-H 
^ 
VO 
1-H 
in 
CO 
0 
0 
1-H 
s 
^ VO 
B 0 a 
r 
JS 
225 
^,^ 
a 
s 
c 
•^  
cS 
n t 
« 
s^  
# 
CO c 
s ~ 
< e 
-s F 
< s 
ON 
f-H 
00 
ON 
Ov 
ON 
Ov 
VO 
O N 
O N 
f-H 
ON 
O N 
f-H 
^ 
ON 
CO 
ON 
CM 
O N 
O N 
C^ 
O N 
^ 
^ 
_C 
CM 
00 
• ^ 
T * 
CM 
1-H 
ON 
o 
f-H 
CM 
CO 
o 
f-H 
CM 
CO 
ON 
CO 
ON 
00 
f-H 
in 
^ 
o 
CO 
^ 
S 
un 
t^ 
CM 
o 
« 
^ CM 
00 
00 
f-H 
CO 
CM 
c^  
CO 
VO 
r-( 
CM 
V) 
O 
e 
o 
< 
00 
LO 
VO 
CM 
CO 
c^  
CNl 
<TN 
O N 
i-H 
ID 
r--
tt 
f-H 
VO 
^ 
VO 
<^  
fH 
CM 
CO 
f-H 
CO 
CO 
CO 
VO 
o 
CM 
CO 
in 
c^ 
VO 
VO 
CM 
O N 
1-H 
CM 
c^  1-^ 
• ^ 
C3N 
1^ 
vO 
f-H 
IS 
(J 
•c 
01 
c 
•i: 
•5 
iJd 
CM 
^ 
f-H 
CM 
0 
in 
ON 
in 
CO 
CM 
in 
in 
CO 
0 
ON 
c^  
^ 
^ 
r-
in 
VO 
CO 
f-i 
5 
CM 
0 
ON 
VO 
CO 
CO 
0 
in 
• ^ 
CM 
VO 
in 
•* 1-H 
CM 
c^  
•* 
CO 
0 
CM 
6 
<a 
c 
i. 
& 
0 
li: 
CO 
VO 
VO 
CO 
00 
in 
0 
CO 
0 
CO 
ON 
ON 
CM 
00 
0 
VO 
in 
CM 
0 
CM 
0 
CM 
0 
CM 
VO 
CO 
CO 
CM 
in 
fH 
0 
sg 
1^ 
f-H 
CO 
in 
CO 
in 
0 
t^  
i 
c 
2 
o 
e 
g 
G ~ 
< e 
1 -
< e 0 
ON 
ON 
ON 
f-H 
00 
O N 
C^ 
i-H 
ON 
O N 
1-H 
VO 
c^ 
ON 
f-H 
in 
O N 
ON 
f-H 
ON 
c^ 
fH 
CO 
c^ 
ON 
f-H 
CM 
ON 
O N 
f-H 
ON 
<^ 
1 
in 
eg 
CM 
CM 
00 
0 
00 
CM 
f-H 
CM 
CO 
vb 
f-H 
f-H 
00 
00 
f-H 
O N 
in 
CO 
00 
in 
CO 
00 
CM 
CO 
0 
0 
d 
VO 
in 
CO 
0 
vb 
(ft 
S 
0 S 
0 
1 
CO 
vb 
fH 
00 
00 
CO 
in 
CO 
CM 
CO 
in 
CM 
f-H 
in 
in 
VO 
d 
in 
f-H 
CV) 
CO 
0 
d 
0 
cvi 
CO 
in 
CM 
CM 
1-H 
00 
CM 
•»3 
u 
E 
c 
c 
c 
•5 
.5 
CO 
1-H 
1-H 
in 
0 
rH 
CM 
M 
cvi 
0 
f-H 
CO 
VO 
d 
0 
f-t 
ON 
00 
c^ 
00 
in 
00 
ON 
VO 
in 
CO 
ON 
ON 
CM 
vb 
in 
f-H 
in 
00 
CO 
(3 
10 
c 
1 i 
I 
f-H 
f-H 
CM 
ON 
ON 
vb 
CM 
VO 
c^ 
CNJ 
VO 
CM 
CM 
CM 
c^ 
VO 
CM 
CM 
CM 
CM 
ON 
P^ 
f-H 
CVI 
VO 
00 
f-H 
f-H 
ON 
CO 
f-H 
VO 
vb 
f-t 
fH 
in 
VO 
c^ 
0 
c 
1 
s 
Hi 0 
e 
eS 
<t 
X 1 
< E 
15 f^ 
F ^ 
< 2 
0 
O N 
C^ 
o> f H 
00 
O N 
ON 
f H 
o> 
c^  f H 
VO 
O N 
fH 
in 
c^ 
iH 
^ 
O N 
1H 
CO 
O N 
i H 
ON 
c^  f H 
fH 
O N 
c^ 
fH 
fH 
00 
00 
CO 
CM 
f-i 
fH 
CM 
s 
c^ 
fH 
00 
00 
f H 
m 
cs; 
5 
fH 
f H 
00 
CO 
0 
IH 
VO 
CM 
VO 
0 
00 
CO 
1H 
in 
0 
in 
VO 
1H 
0 
V) 
J D 
0 
E 
0 
1 
vn 
vb 
in 
00 
Cvi 
f H 
0 
iH 
0 
c^  
CO 
in 
CO 
00 
in 
00 
CM 
ON 
0 
VO 
0 
fH 
•* 
^ 
CM 
ON 
VO 
VO 
0 
fH 
CN) 
00 
00 
CO 
•<* 
VO 
"TO 
u 
•c 
tJ 
c 
•c 
c 
a 
c^  
in 
s 
0 
* 
fH 
CO 
r^ 
co 
CM 
CM 
CO 
CO 
VO 
CM 
0 
CO 
00 
c^ 
CM 
^ 
CM 
c^  
fH 
VO 
00 
VO 
r> 
w 
VO 
s 
S! 
(3 
c 
1 
c^ 
VO 
CM 
c^ 
in 
CO 
1H 
CM 
1H 
1 ^ 
(Ni 
in 
1H 
P~ 
CM 
rsi 
r-~ 
0 
fH 
f H 
CO 
in 
ON 
in 
in 
00 
0 
tH 
00 
X 
VO 
VO 
m 
O N 
VO 
O N 
CM 
CO 
fH 
VO 
Cji 
10 
CM 
3 
0 
c 
^^ 
W 
s 
CO 1 
(A 
u 
V 
tt. 
§» 
(Q 
UJ 
Si, ~ 
2 ^ ft) ^ 
5 c 
< S 
< S 
0 
c^  
ON 
00 
fH 
p~ 
ON 
c^ 
fH 
VO 
O N 
O N 
fH 
in 
CJN 
O N 
fH 
ON 
c^ 
fH 
CO 
ON 
ON 
CM 
ON 
c^  
r~i 
ON 
c^  
1 
J 
CO 
CO 
c^ 
CNJ 
in 
^ 0: 
r-t 
in 
CM 
CO 
CM 
f H 
in 
d 
0 
fH 
CM 
00 
0 
0 
00 
in 
0 
in 
CM 
• > * 
CO 
c^  
f H 
CO 
•^r 
ON 
r-i 
f H 
CO 
rr 
f H 
^ 
JD 
0 
E 
0 
< 
S 
CM 
t~. 
t 
VO 
r-
f H 
vo 
0 
1^ 
f H 
CM 
CO 
VO 
fH 
f H 
CO 
in 
iH 
in 
0 
0; 
CO 
fH 
c^  
CM 
fH 
0 
CM 
on 
VO 
VO 
CM 
rr 
r>-
VO 
CO 
0 
fH 
"a 
•c 
0) 
^ 
c 
u 01 
01 
c 
V. 
VO 
CO 
0 
fH 
c^ 
CM 
CO 
in 
ON 
0 
10 
CO 
00 
O N 
CM 
•* 
^ 
00 
0 
cvi 
fH 
00 
O N 
CO 
CM 
CO 
0 
CO 
in 
0 
vn 
CM 
00 
in 
r^  
CM 
Si 
6 
(0 
c 
V 
42 
-s vl 
•8 
ii3|ili 
O N 
fH 
CM 
CO 
P-
c^  
• * 
CO 
VO 
t~-
CM 
CO 
vb 
0 
CO 
CO 
0 
00 
CM 
CO 
CO 
in 
VO 
CM 
CM 
in 
VO 
CM 
c^ 
0 
c^ 
0 
CM 
CO 
1-i 
CM 
VO 
fH 
0 
c^  
<M 
p~ 
'^ 
0 
r JS 
^ 
X 
c 
§: 
<: 
9 
o 
"o 
u 
CO 
if 
s 
c3 
C 
o 
• iH 
3 
c§ 
226 
Interest paid by TNCs under reference has shown gradually 
increasing trend. It is indicative from the table that TNCs have 
adopted a policy of financing their basic needs by equity share. 
Annual average growth rate in interest has shown a conservative 
financing approach adopted by TNCs. 
Net worth of top 25 TNCs under joint venture arrangement 
has witnessed an increasing trend during the period under 
review. Almost in every sector TNCs have deployed more funds 
in fixed assets . But it is highest in automobile industry followed 
by miscellaneous industry, engineering/electr ical , food products 
and personal care. It is indicative from the table that highest tax 
paying industry is automobile industry followed by miscellaneous 
industry, food products /personal care, engineering/electr ical 
industry Tax payment is high due to higher sales and higher 
profit. 
Export earnings of top TNCs have also been summarized in 
the table. Exports of different industries have grown up except 
the food products and personal care industry. However, growth 
trend is not much satisfactory, because most of these TNCs have 
come to India for tapping Indian market. The TNCs engaged in 
food products and personal care are less concerned about the 
export promotion. Growth rate of earning per share is highest 
in automobile industry due high profit and high sales. It is least 
in case of engineering/electr ical industry. 
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Performance Appraisal of TNCs Under Subs id iar ies 
Arrangement ( S a m p l e - s i z e - 2 5 TNCs) 
Table-16 furnishes statistical data with regard to top 25 
TNCs in subsidiary arrangement mainly belonging to four sectors 
viz. Pharmaceutical , engineer ing/machine tools, personal care 
and miscellaneous sector during post-NEP period. Table provides 
information about sales, net profit, interest, net worth, taken 
exports , and earning per share made by top 25 TNCs. It is 
discernible from the table that sales in all sectors have grown up 
at a steady pace. Annual average growth rate is highest (51.3 
per cent) in personal care sector followed by 
engineer ing/machine tools (33 .23 per cent), pharmaceutical 
(31.5 per cent) and miscellaneous (22.64 per cent). Better sales 
performance is mainly attributed to overall scheme of 
globalization and liberalization. With the help of subsidiaries 
TNCs have strengthened their production base. Mass scale 
production and unique market strategies adopted by TNCs have 
given boost up to sales. 
Table also presents factual information about net profit 
earned by top TNCs of different sector during 1991-99 . Net 
profit made by TNCs under subsidiary arrangement has 
registered an increasing trend. Annual average growth rate of 
net profit is highest in pharmaceutical industry, i . e ^ l 2 ^ / 7 per 
cent followed by personal care, miscellaneous industry, and 
engineer ing/machine tools. Highest profit margin in 
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pharmaceutical industry has been possi^le_to_be earned due to 
reduction in cost of production resulted from the use of better 
technology and effective market strategies. Table further 
provides statistical information about interest paid by these 
TNCs during the period under reference. It is evident from the 
table that the annual average growth rate of payment of interest 
has not increased rapidly. The trend shows that TNCs are not 
using many funds bearing fixed and high interest rate. It means, 
most of their funds are being raised through equity shares. 
Position of Net Worth of top 25 TNCs under reference has 
been summarized in the table. The table reveals that the net 
worth of these TNCs has increased at a steady rate. This 
increase in net worth of TNCs under reference is attributable to 
a general tendency of infusing more funds in fixed assets. It also 
indicates that TNCs are more conscious about their liquidity 
position. Contribution made to the Central Exchequer by TNCs 
in the form of tax payment has been analyzed in the same table. 
Trends in tax payment under subsidiary arrangement have 
registered an upward movement during the period under 
reference. Annual average growth rate regarding tax payment is 
highest in personal care industry followed by pharmaceuticals, 
miscellaneous and engineer ing/machines tools. High profit 
earned by TNCs has resulted in high payment of tax during the 
period under review. 
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Exports ' earning by top 25 TNCs under reference operating 
in different sectors of Indian economy under subsidiary 
arrangement has registered a steady growth rate. Annual average 
exports growth rate of TNCs under review is the highest attained 
by personal care industry followed by engineer ing/machines 
tools, miscellaneous and pharmaceutical sector. 
Earning per share (EPS) of the TNCs in different sectors of 
Indian economy has registered wide fluctuations during the 
period under review. Annual average growth rate of EPS is 
highest (Rs. 76.54) in case of pharmaceuticals and it is negative 
(Rs. -2.38) in case of miscellaneous industries. 
6 . 6 Financial Serv i ce s Rendered by TNCs In India: 
In the present day world, the financial sector is growing at 
a phenomenal rate. Almost all countries of the world look 
interested in utilizing this sector of the economy. The financial 
service sector provides an opportunity to make an optimal 
utilization of untapped valuable resources. By marketing financial 
services, we utilize resources which remain unutilized or 
underutilized and prove a burden on our exchequer. It is more 
rational that we shift our priority in the best interest of national 
resources. For accelerating the rate of capital formation or for 
raising the rate of economic transformation, it is essential that 
we explore opportunit ies and identify important financial 
services in the background of national socio-economic condition. 
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It is significant to mention that in the US economy an individual 
spends about 30 to 35 per cent of a dollar on financial 
services.^" The financial services marketing concentrate attention 
on many components and help human resources in transforming 
their internal and external values. 
Transnational Banks or Foreign Banks, as they are referred 
to, are no aliens in India. In fact the first branch of a foreign 
bank was opened way back in the 1980 ' s in Calcutta, since then 
they never looked back. Transnational banks have always been 
the t rendset ters in the banking industry. Over the last few years, 
the face of the Indian banking system has undergone a sea 
change giving more elbowroom to the banks-the foreign parts in 
particular. 
The transnational banks have the tenacity, expertise and 
financial power to be benefited the most. As on 31st March 
1998 these banks held 6.9 per cent of the countries deposits, 
8.8 per cent of advances, 9.6 per cent of income and substantial 
77 per cent of the net profit generated by all commercial banks 
in India. Even though with these significant contributions the 
transnational banks have failed to become the subject of serious 
research.^^ 
The Indian operat ions of the transnational banks have 
given way to many new financial services on the basis and 
understanding of the economic scenario. The list of financial 
services is quite long therefore few of them are pointed here. 
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They are namely as, personal banking operat ions, merchant 
banking, mutual funds, housing finance, credit cards, 
cybershopping and Tele banking. The transnational banks have 
shown significant growth in the above mentioned financial 
services. They are being known for their personal customer 
approach and latest marketing techniques.^^ 
The financial services rendered by the TNCs in India are a 
unique post-NEP phenomenon. The economic liberalization for 
globalization has paved way for the Indian companies to raise 
funds outside the country. As a result, the Indian companies have 
vast opportunit ies to top overseas funds through International 
Custodial and Assistant Service Agencies. These agencies are 
generally incorporated as commercial merchant banks, 
international investment banks. They are assisting domestic 
companies and TNCs/MNCs in raising funds from abroad in the 
form of GDR/ADR, FIIs and convertible bonds. These are acting 
as lead managers , co-managers, joint managers etc . 
They are having their branches in number of countries, 
having a headquarters in its origin country. Most of the foreign 
banks are providing custodial and agency services to investors. 
Table-17, furnishes a brief list of foreign financial services 
companies acting as lead managers , co-lead and joint managers 
etc. for the Indian companies for garnering foreign funds 
through GDRs and ADRs (now being considered foreign direct 
investment). 
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Table - 17 
TNCs Rendering Custodial Services To Indian GDR Issues 
During Post-NEP Period 
Managers Abroad 
Barclays de zoete wcdd (BZW) 
BZW 
Kleinwort Benson 
Klcinwort Benson 
Paribas Capital Market. Mahindra 
Jardlnc Fleming 
Jardine Fleming 
Jardine Fleming & James Capel 
Jardine Fleming 
J.P. Morgan 
CS First Boston (CSFB) 
Goldman Sachs 
Citicorp Secutities 
Merril Lynch 
Companies Raising GDR 
SCICI 
Indo-Gulf 
Jindal Strips 
Indian Rogon 
Mahindra & Mahindra 
Stertite 
Gujrat Ambuga 
G.E. Shiping 
Videocon 
ICICI 
Bombay Dyeing 
Arvind Mills 
Grasim Industries 
Essar Gujrat 
Source The Economic Times, New Delhi, 25 December 1998, p. 13. 
Table-18 enlists Indian companies assisted by foreign 
financial agencies in raising foreign fund through GDR and CBs 
(Convertible Bonds). Table reveals that the Cappel and 
Company, reputed foreign financial agency, has emerged as main 
foreign company to have acted as co-managers and co-lead 
managers for ten Indian companies under reference for raising 
capital through GDR abroad. The Citi Bank, which is one of the 
reputed foreign banks operating in India, has rendered services 
to 2 3 ' Indian companies under reference for raising capital 
abroad through GDR/ADR, Right issue, and FIIs etc. (Table-19). 
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Table-18 
James Capel & Company Rendering Financial Services to Indian 
Big Business Houses (1991-98) 
Name of the Company 
Reliance Industris 
Graam Industries 
ITC 
Gujrat Amba 
SCICI 
Southern Petrochemical Industries Corporation 
EISAR Gujrat 
Arvind Mills 
ICIC! 
The Great Eastern Shipping Co. 
Value of 
GDR/C.B. 
(US$ Million) 
150 
90 
68.85 
75 
100 
74.75 
75 
125 
200 
100 
Status of James Capel 
& Company 
Co-Manager 
Co-Manager 
Co-Manager 
Co-lead 
Joint Lead Manager 
Lead Manager 
Co - Lead 
Co-Manager 
Co - Manager 
Joint Lead Manager 
Source: The Economics Times, 25 December 1998, New Delhi. 
Table-20 furnishes factual information about top twenty 
foreign banks providing financial services in India during 1997-
98 to 1998-99. Table reveals that total assets held by Standard 
Charterd and ANZ amounted to Rs. 16518.05 crore in 1997-98, 
which went up to Rs. 19999.15 crore in 1998-99. Advance 
made by the bank amounted to Rs. 7368.67 during 1997-98, 
which rose to 7560.25 crore in 1998-99, a slight increase over 
the year. Income made by the bank is Rs. 2,215.68 crore in 
1997-98, which increased to Rs. 2486.00 crore in 1998-99. 
Non performing assets of the bank has also gone up. Citibank is 
also doing well by holding assets worth Rs. 10797.93 crore and 
Rs. 12887.87 crore during 1997-98 and 1998-99 respectively. It 
has performed well in making advances and generating income. 
Table-19 
Citibank Rendering Financial Services to Indian Companies 
(During Post-NEP Period) 
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Name of E s t a b l i s h m e n t 
National Aluminum 
Company Ltd. 
Air India 
Mangalore Refinery & 
Petrochemicals Ltd. 
Mahavir Spinning Mills 
Ltd. 
Grasim Industries Ltd. 
ONGC 
Indian Oil Corpora t ion 
Digital Equipment (India) 
Ltd. 
Ballarpur Industries 
Limited 
Indian Oil Corpora t ion 
IISW 
McDowell & Co. Ltd. 
Tata Electric Companies 
Ltd. 
IDBI 
Grasim Cement 
UTI 
United Breweries Ltd. 
Indo-Gulf Ferti l izers & 
Chemicals Ltd. 
Tata Engineering & 
Locomotive Co. Ltd. 
Grasim Industries Ltd. 
Fledgelling Nominees 
In ternat ional Ltd. 
Glaxo India Ltd. 
ITC & Custodian & 
Warrant Aqent 
S t a t u s of S e r v i c e s 
Prov ided 
3 Yrs Interest rate Celling 
agreements US$ 
7 5 , 0 0 0 , 0 0 0 
Aircraft Financing for 4 
Boeing 7 4 7 . 
Yen 2 , 5 2 3 , 8 5 0 , 0 0 0 
Rt. 1 1 2 . 5 6 Crore Right 
Issues 
GDR Cit icorp. Int. Ltd. 
US$ 2 5 , 0 0 0 , 0 0 0 
US$ 50 million Loan 
Syndication 
Equity & Preferential 
Shares of Rs. 1717 Crore 
Rs. 310 Crore 
US$ 1 2 0 , 0 0 0 , 0 0 0 
Guaranteed Exchange 
Rateswap 
Equity Share of Rs. 6 2 . 0 3 
Crore 
US$ 7 0 , 0 0 0 , 0 0 0 Euro-
Issue 
US$ 2 6 , 7 0 0 , 0 0 0 Basis 
Swap 
Longterm Hemes-Covered 
Export Credit 
Indian Growth Fund 
Right & Public Issue of 
Rs. 1 6 , 4 0 4 , 3 1 2 Crore 
GDR. US$ 1 0 0 , 0 0 0 , 0 0 0 
US$ 20 Million, Euro-
Loan 
Export Credit 
Foreign Insti tutional 
Investor 
Issues of Shares 
GDRs 
S t a t u s of Cit ibank 
Arranged by Citibank (NA) 
Co-arranged by Citibanl< 
(NA) Agent: Citicorp 
Investment Bank Ltd. 
Co. Advisor: Cit icorp. 
In ternat ional , HongKong 
Citibank, Lead Manager 
Lead Manager & Under 
wri ter ' s 
Arranged by Citibank (NA) 
Arranged by Citibank (NA) 
Lead Manager 
Lead Manager 
Arranged by Citibank 
Arranged by Citibank 
Lead Manager 
Joint Lead Manager 
Ci t icorp. Int. 
Arranged by Citibank (NA) 
Funded by Citibank AG 
Frank 
Domestic Custodian 
Citibank 
Lead Manager 
Depository Insti tution 
Citibank 
Lead Manager by Cit icorp. 
Int. 
Arranged by Citibank AG 
Frank 
Domestic Custodian 
Citibank 
Lead Manager Citibank 
Citibank was Depository 
Registrar 
Source: Compiled by the Research Scholar from Various fssues of Economic Times, Neui Delhi. 
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Table - 20 
Performance Appraisal of Top Twenty Transnational Corporation 
Banks ( During Post-NEP Period) 
(Rs. in Crore) 
Banks 
Stan Chart + A NZ 
Ciabank 
Hong Kong Bank 
Bank Of America 
Deutsche Bank 
ABNAmro 
American Express 
BNP 
British Bank of ME 
Bank of Tokyo-
Mitsubishi 
Bank of Nova Scotia 
Credit Lyonnais 
Credit Agricoie 
indosuez 
Societe Genetaie 
SakuraBank 
Abu-Dhabi 
Commercial 
INGBank 
Commerz Bank 
Bank of Bahrain & 
Kuwait 
Oman Intemaflonal 
Total assets 
1997-98 
16518.1 
10797.9 
7417.8 
6865.7 
3272.8 
2789.4 
3223.3 
1852.7 
1274.3 
1301.5 
844.8 
931.6 
867.2 
949.2 
798.5 
485.2 
526.8 
427.3 
416.6 
363.6 
1998-99 
19999.1 
12887.9 
9198.6 
7235.2 
4452.1 
3977.3 
3275.6 
2133.0 
1336.8 
1224.2 
944.4 
904.4 
817.2 
708.0 
686.7 
672.9 
638.5 
493.1 
472.5 
470.4 
Advances 
1997-98 
7368.7 
4766.8 
2808.5 
3844.2 
1643.4 
1547.6 
1080.5 
582.0 
467.7 
705.2 
498.8 
428.9 
268.5 
459.5 
508.7 
216.3 
148.4 
190.5 
199.1 
171.2 
1998-99 
7560.2 
4999.5 
2794.8 
3633.1 
1635.1 
2076.5 
961.5 
695.4 
205.4 
497.9 
614.4 
344.6 
266.3 
289.5 
419.3 
277.6 ' 
272.4 
154.8 
214.6 
203.2 
Total Income 
1997-98 
2215.6 
1607.4 
832.6 
880.1 
536.1 
373.9 
452.5 
178.0 
127.2 
170.9 
100.8 
139.2 
188.2 
131.4 
79.5 
55.7 
68.4 
55.7 
49.5 
51.2 
1998-99 
2486.0 
1871.0 
954.1 
1024.9 
564.9 
465.2 
461.1 
215.4 
143.5 
155.9 
133.6 
150.4 
105.0 
199.8 
74.5 
67.7 
79.8 
57.7 
55.1 
50.2 
Net Profit 
1997-98 
296.7 
119.2 
72.7 
177.0 
117.3 
65.1 
68.1 
18.1 
3.1 
336.4 
7.1 
5.51 
14.7 
10.4 
1.6 
2.1 
10.8 
0.9 
15.2 
3.3 
1998-99 
344.9 
117.4 
53.8 
144.2 
49.6 
87.6 
8.2 
22.5 
53.7 
52.5 
20.7 
15.8 
5.5 
22.5 
25.9 
2.1 
0.2 
1.4 
3.4 
13.4 
Source: The Economic Times, New Delhi, Ma^ 3, 2000, p. 15. 
Hong Kong Bank is providing financial services efficiently in 
India by making advances of Rs. 2808.47 crore in 1997-98 and 
Rs. 2794.81 crore in 1998-99, it is producing better income on 
its advances. 
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Bank of America occupies fourth position by holding total 
assets of Rs. 7 2 3 5 . 2 2 crore in 1998-99 and making advances to 
the tune of Rs. 3 6 3 3 . 1 4 crore in the same period. Income 
generated by this bank has gone up from Rs. 8 8 0 . 0 7 crore in 
1997-98 to Rs. 1 0 2 4 . 9 5 crore in 1998-99-an increase of about 
17 per cent. Deutsche Bank is having total assets of Rs. 
4 4 5 2 . 1 6 crore in 1998-99 and advances made by it amounted to 
Rs. 1 6 3 5 . 1 4 crore in the same period. From its operation it 
generated an income of Rs. 5 6 4 . 9 4 crore in 1998-99 . Stock of 
non performing assets of eleven banks have increased. These 
banks are Standard Chartered and ANZ, ABN Amro, BNP, British 
Bank of ME, Bank of Nova Scotia, Credit Lyonnals, Societe 
Generale, Sakura Bank, Abu Dhabi Commercial, Commerce 
Bank, Bank of Bahrain and Kuwait, Oman International. 
However, nine banks are able to control the volume of their non-
performing assets. These banks are Bank of Bahrain and Kuwait, 
ING Bank, Credit Agricole Indosuez, Bank of Tokyo-Mitsubishi, 
American Express, Deutsche Bank, Bank of America, HongKong 
Bank, and Citibank. 
Some of the giant investment bank such as JP Morgan, 
Goldman Sacks, Merrill Lynch and Oppenheimer have entered in 
joint ventures. Assets Management Companies like ITI and 
Pioneer Incorporated, CRB Capital and Keystone Internatioal, 
Twentieth Century Corporation and Kempor Corporation have 
been launched. In the area of consumer goods finance of joint 
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venture is entered between GE Capital and HDFC in which the 
former has 50 per cent stake. In case of stock broking James 
Capel of the HSBC group and Batliwalla and Karani. 'There 
exists tremendous scope in investment banking with large 
investment projects being planned'. In banking sector HDFC 
Bank and National West-Minister Bank, (UK), in which the 
former has 20 per cent equity participation. Global Trust Bank 
with IPC and Asian Development Bank in which the former has 
20 per cent equity participation.^^ 
To sum up it is concluded that the tie ups between Indian 
partners and TNCs/MNCs have largely materialised in Assets, 
Management Companies and Investment Banking (Table-21) in 
the post liberalisation era. 
Table-21 
The Tie-Ups (Joint ventures and Subsidiary 
Arrangement ) During Post-NEP Period 
Indian Partner 
Kotak Mahindra 
Anagram Finance 
Anagram Finance 
ITC Classic 
ICICI 
DSP Fin. Cons 
Rns Cons. 
CRB Capital 
HDFC 
Batlavala and Karani 
m 
TCFC 
CRB Capital 
TNCs 
Golman Sachs, US 
Wellington Management 
Morgan Green Field 
Thread Needle (BAT Subs) 
JP Morgan 
Merrill Lynch 
Merrill Lynch 
Keystone International 
GE Capital 
James Capel 
Pioneer, US 
Kemper Corporation 
Daewoo Corporation 
Foreign Equity 
2 8 % 
2 5 % 
50% 
NA 
40% 
40% 
26% 
20% 
50% 
5 1 % 
3 3 % 
3 3 % 
5 % 
Purpose 
Investment Banldng 
AMC 
Investment Banking 
AMC 
Investment Banking 
AMC 
Financial Consultancy 
AMC 
Consumer Rnance 
Stock Broking 
AMC 
AMC 
AMC 
Source-. Same as Table-12. 
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Table -22 presents a profile of new crop of internatioinal 
banks entering into Indian economy. It is clear from the table 
that the internationally reputed banks under review have mainly 
interest in-corporate banking, traditional commercial banking, 
trade and project financing. The two Banks viz.. Bank 
International Indonesia and Cho Hung Bank have shown 
inclination towards merchant banking, client advisory services, 
off shore lending and L/C trade operators . 
Tablc-22 
The New Crop of TNCs Banks During Post-NEP Period 
Development Bank of 
Singapore 
Dresdner Bank 
Slam Commercial Bank 
(Thailand) 
Bank International 
Indonesia 
Cho Hung Bank 
Shareholding 
Pattern 
42% Govt, of Singapore; 
balance institutions and 
public 
57.8% public, 22.2% 
Allianz AG 
Crown properly bureau 
26%; min of finance 
4.1% others 69.6% 
Publicly heH 45% by 
non Indonesian Investors 
NA 
Overseas 
Operations 
12 branches oversas, 3 
representative offices 
Large world wide 
network, 11 branches in 
Asian countries 
8 overseas branches, 1 
representative office, 3 
Joint venture banks. 
1 wholly owned 
subsidiary, 2 overseas 
branches, 2 joint ventures 
NA 
Business focus in 
India 
Corporate banking 
Traditional commercial 
banking, trade finance, 
project finance 
Wholesale banking and 
trading and project 
financing 
Retail banking corporate 
banking merchants 
banking client advisory 
services 
Offshore lending, project, 
L/C trade operations 
Source: Compiled by the Research Scholar from Various Sources. 
For larger participation of international banks the 
government has taken the decision that every year at least 8 
licences would be sanctioned which would also include those 
banks which already exist seeking permission to open new 
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branches as well as new banks. However, the grant of licence is 
subject to maximum limit of 15 per cent of the market shares 
cornered by banks. No fresh licence will be issued to those 
foreign banks, which have reached this limit. 
Table-23 presents an account of the major foreign insurers 
already tied up with the Indian par tners . These foreign 
companies have already committed to help in the process of 
building up strong infrastructure in the country. 
Table-23 
Major TNCs Insurers Tie-up with Indian Partners: 
Foreign Company 
AIG, USA 
Standard Life 
Marsh & McLennan, USA 
J Rothschild, USA 
Sun Alliance, UK 
QBE, Australia 
The Royal Insurance 
Sedgwick, UK 
Chuhb Corporation, USA 
Commercial Union, USA 
Eaflle Star, USA 
Legal and General, UK 
General Assurance, Canada 
Canada Life Assurance 
— 
During Post-
Indian Company 
The Tatas 
HDFC 
JBBoda 
Godraj 
Cholamandolam 
Investments 
The Modi Group 
DCM Shriram 
The Parekh Group 
Kotak Mahindra 
Surxlaram Finance 
ITC 
-
-
20* Centrury 
Finance 
Corporation 
Apple Industries 
NEP Period 
status 
Committed $ 90 mln. Towards India as a 
part of its Asia infrastructure Fund, and 
other investments worth $ 250 mln. 
May pick up $ 40 mln in HDFC; may 
float infrastructure fund. 
Received RPB clearance to set up a risk 
management firm. 
Signed on MoU to enter the life insurance 
sector. 
Planning to underwrite insurance policies. 
Planning to underwrite insurance policies. 
Signed an MoU for a joint venture 
insurance company. 
Floated Sedgwick Parekh Health Care, to 
India, to enter the health care Industries. 
Signed an MoU to develop properly and 
casualty insurance operations. 
Set up a representative office in Delhi. 
Planning a risk management division. 
Planning a risk management division. 
Planning a risk management division. 
Planning to underwrite life insurar^e 
policies. 
Planning to underwrite life insurance 
policies. 
Source: Same as Table-22 
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The Indian Insurance market needs to sharpen its skills in 
future for group insurance, pension schemes, term and unit-
linked insurance, various packaged insurance products, and long 
term health care linked with life insurance to meet the challenges 
posed by a grouping market.^'' It is now inevitable that the public 
companies should be allowed to join hands with foreign 
insurance companies to assimilate their technology.^^ 
6 .7 Conc lus ion : 
To sum up, it may be concluded that the liberalization 
policy towards foreign investment by Indian firms along with the 
new economic environment seems to have given joint ventures, 
subsidiaries and financial services the needed boost. Capital 
inflows through these routes have changed the nature and 
formulation of capital flows in the economy. The foregoing 
analysis have made it crystal clear that in post-NEP period not 
only the number of joint ventures, subsidiaries and finanial 
services is increasing but also the number of countries, industries 
and financial corportes are increasing in the map of Indian joint 
ventures, subsidiaries and financial services. 
Joint venturing is a very important foreign market entry 
and growth strategy employed by Indian firms. It is an important 
route taken by various corporates to enter into the international 
market. In several case joint ventures, as in the case of foreign 
subsidiaries, help Indian firms to stabilize and consolidate their 
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domestic business, besides the expansion of the foreign business. 
From the foregoing analysis of the financial performance 
appraisal of top 25 TNCs under joint venture arrangement , it is 
easily discernible that sales, net profit, net worth and earning 
per share in specific sector i.e. automobiles, engineer ing/ 
electricals, food products /personal care and miscellaneous 
industries, are on a rising trend since New Economic Policy 
(NEP) period. It is a healthy approach of globalization though 
liberalization. It helps in creating more employment, bringing 
advance and sophisticated technologies, creating a strong footing 
to make further dent into both domestic and foreign markets and 
provides efficient management system in the economy. 
Subsidiaries is not a recent phenomenon in India, now a 
days most of the TNCs are interested in setting up wholly owned 
subsidiaries. From the foregoing analysis it is clear that in post-
NEP period there is a substantial increase in numbers of 
formation of corporates through subsidiary arrangement . It is 
clearly discernible from the foregoing analysis of the financial 
performance appraisal of 25 TNCs operating under subsidiary 
arrangement in four sectors viz. pharmaceutical , engineer ing/ 
machine tools, personal care and miscellaneous sector during 
post-NEP period that the sale, net profit, net worth and earning 
per share has grown up at steady pace. Impressive performance 
registered by TNCs under review is attributed to overall scheme 
of globalization and liberalization. With the help of subsidiaries 
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TNCs have strengthened their production facihties, better market 
strategies and better management as a result there is an overall 
benefit to the economy of India. 
It has been observed that all TNCs are interested in setting 
up foreign majority ownership or wholly owned subsidiary 
especially since there is no upper bound to foreign ownership. 
The consequence of the increasing incidence of foreign 
ownership control in the Indian corporate world needs to be 
noted. There is a potential increase in the direct cost in terms of 
outward remittance as well as in the indirect cost in terms of 
transfer-pricing and other known restrictive practices. Besides, 
there is a possible rise in external dependence so, a more 
comprehensive and clear-cut policy in case of 100% subsidiaries 
be evolved. 
The market for financial services is gradually witnessing a 
significant growth during the post-NEP period. Financial service 
institutions now spend significant amounts on communicating a 
variety of brand and corporate messages to a range of interested 
groups. The transnational banks have entered in Indian market 
with huge investment and helping in developing the various 
sectors of the economy. Financial service sector has created new 
concepts of quality of service delivery and well organizational 
value system. Their prime attention is on the formation of sound 
marketing mix as they believe in the philosophy of improving 
quality, expanding market, maximizing the range of profit and 
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thus making possible a fine fusion between customers and 
generating profits. 
Overall, the Indian economy is set on the high growth path 
since the advent of New Economic Policy of 1 9 9 1 . The activities 
of TNCs in economy have substantially increased the growth of 
industrial output and foreign currency reserves in the recent 
years. The consequential increases in foreign direct investment 
through joint ventures, subsidiary and financial services, are 
perceived to have helped in capital accumulation, technological 
progress , and creating an ambience of international 
competi t iveness. 
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7 .1 Introduct ion 
The study presented in the preceding chapter has brought 
forth the facts that UberaUzation poUcy creating friendly 
investment environment has drastically changed the face of Indian 
economy. The Indian economy is now replete with predominantly 
greater number of joint ventures, subsidiaries and financial 
services promoted by TNCs from both developed and developing 
countries of the World. The foregoing analysis has further made it 
crystal clear that not only the number of TNCs under these 
arrangements has increased in post-NEP period but also the 
participation of larger number of countries, industries and 
financial corporates has also increased bringing in substantial 
amount of foreign capital and technology in India. 
The present chapter makes critical analysis as regards 
different facets of Ms&As through TNCs now booming in the 
Indian economy. It further examines the pros and cons of TNCs 
mergers and acquisitions. For this purpose, the Research Scholar 
has made a sample size study of 212 and 25 significant TNCs 
respectively to determine their impact on Indian economy in terms 
of country-wise and sectoral domination and financial 
performance appraisal in terms of trends in sales, profits, 
exports , net worth, EPS and tax payment during the post-NEP 
period. 
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7 . 2 Transnat ional Corporat ions (TNCs): A Perspect ive 
Analys is of Mergers And Acquis i t ions (Ms&As) In 
India: 
The wave of Mergers and Acquisitions (Ms&As) is growing in 
size. Globally, 1999 ended with a record value of Ms&As, 
crossing US$ 2.4 trillion. The Ms&As wave has reached Indian 
shores as well, witnessing a spate of mergers in the cement, 
garment and IT industries. Ms&As are justified on many grounds 
synergy, agglomeration to fend off competition, mergers to build 
up global locational advantages, alliances to keep pace with 
technological change. 
A few years ago, in a volume of essays published in honour 
of Dr. Manmohan Singh, Prof. Ajit Singh of Cambridge University 
had pointed out that research on the effect of Ms&As during the 
1980s had shown that on the average post-merger profitability 
was lower than before. And since after ^he amalgamation, the new 
firm would have a greater monopoly power than the pre-merger 
individual firms, this decline in average profitability meant a 
decline in efficiency at the level of the firm as well. However, 
research using stock market data showed that the market value of 
the acquired firm increased by about 20 per cent, while that of 
the acquiring firm remained about the same. 
That was in the 1980s. The era of hostile takeovers and 
acquisitions gave way in the 1990s to mutually agree to mergers and share 
swaps But that has not changed things much-if anything, shareholder value too 
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now shows signs of a decline in the post-merger situation. The consultancy 
KPMG in a survey in the US and the EU of 107 Ms&As cases one year after the 
event found that in only 17 per cent of the cases was there an addition to value. 
In 30 per cent of the Ms&As there was no significant change and in a majority 
(53 per cent) there was a fall in shareholder value. 
In yet another survey of research on the effect of Ms&As, the United 
Nations Conference on Trade and Development in its World Investment Report 
1999 noted that the "strategic comfort" afforded by a larger size-protection 
against takeovers-was what was driving an increase in the number of Ms&As in 
recent years, "notwithstanding the fact that a number of these deals do not result 
in increased performance." In a survey of Ms&As in early 1999, The Economist 
magazine noted that two out of every three mergers ended up in failure. 
There are a number of reasons why Ms&As on the whole 
seem to result in a poorer performance after the amalgamation. 
Too little prior preparation on integration is one reason. A 
related one is haste in rushing through with the merger. A clash 
of cultures-especiaily in cross-border mergers-is another. A 
demoralized staff anxious about lay-off and redundancies is yet 
another cause of failed mergers. 
In India, too, mergers have become a corporate game today. In 
1988, there were 15 mergers, in 1999 there were over 500. The most 
common reasons for mergers are: ' 
Synergistic operating economies 
Diversification 
Taxation 
Growth 
Consolidation of production capacities and 
increasing market power. 
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The amalgamations can be by merger of companies within 
the provisions of the Companies Act, acquisition through 
takeovers and through BIFR sanctions. There will be more 
mergers and takeovers in the near future consequent upon the 
streamlining of the legal framework, removal of certain provisions 
in the MRTP Act and introduction of certain provisions in Budget 
2001-2002.2 
Corporate takeovers were started by Swaraj Paul when he 
tried to take over Escorts. The other major takeovers are that of 
Ashok Leyland by the Hindujas; Shaw Wallace, Dunlop, and 
Falcon Tyres by the Chabbria Group; Ceat Tyres by the Goenkas; 
and Consolidated Coffeee by Tata Tea. The BIFR arranged for the 
takeover of companies by giants like ITC, McDowells, Lakshmi 
Machine Works, and the Somani Group. 
Object ives And Benef i t s of Merger and Acquis i t ions 
(Ms&As): 
A merger or acquisition programme can be meaningful 
and successful only if it is closely keyed to corporate vision and 
objectives, and contributes to the company's long term growth 
goals for improved per-share earnings. Without good goal 
definition, an Ms&As programme is bound to miscarry. An Ms&As 
may be desirable to achieve one or more of the following 
objectives:^ 
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• Ms&As aim at cutting costs for financing R&D in pharma 
firms and for synergising activities; 
• Ms&As produce increased earnings for stockholders of 
both companies. All lesser goals are set up with this one 
objective in mind; 
• To reduce competition by acquiring competing firms; 
• To acquire a unit to make better use of funds; 
• To improve the efficiency of operations due to economies 
of scale operations and synergetic effects; 
• To secure tax advantage by acquiring other firms with 
accumulated losses which can be set off against current 
or future profits of the acquiring firm; 
• To bring about an increase in price-earnings ratio and 
market price of shares and 
• To occupy a premiere position on the world map or 
simply to enhance prestige. 
Problems for Merger and Acquis i t ions (Ms&As) In India: 
• Indian corporates are largely promoter-controlled and 
managed. The ownership stake should, in the normal 
course, inhibit any rational judgement on this sensitive 
issue. It is difficult for either of the two promoters to 
voluntarily relinquish management control in favour of the 
other, as a merger between two companies implies.'' 
• In some cases, the need for prior negotiations and 
concurrence of financial institutions and banks is an added 
rider, besides SEBI's rules and regulations. 
• The reluctance of financial insti^utions and banks to fund 
acquisitions directly. 
• The BIFR route, although tedious, is preferred for obtaining 
financial concessions. 
• Lack of Exit Policy for restructuring/downsizing. 
• Absence of efficient capital market system makes the Market 
capitalization not fair in some cases. 
253 
• Valuation is still evolving in India. 
Government Regulat ions And Mergers and Acquis i t ions 
(Ms&As):^ 
Although there is no definition of amalgamation or mergers 
in the Indian Companies Act, it is understood to mean an 
arrangement by which transfer of undertakings is effected. 
Sections 391 to 396 of the Companies Act deals with such an 
arrangement. Other statues which governs merger proposals are 
the Industries (Development and Regulation) Act 1 9 5 1 ; the 
Foreign Exchange Regulation Act, 1973 ; the Sick Industrial 
Companies (Special Provisions) Act, 1985; the Income Tax Act, 
1961 and the SEBl Act 1992. 
The government has favoured mergers, amalgamations and 
takeovers when such combinations are in the interest of general 
public and for promotion of industry and trade. It is also the 
policy of the government to safeguard the interest of shareholders 
and investors. 
The government has brought in a code to regulate the 
takeover bids through SEBI (Substantial Acquisition Of Shares and 
Takeovers) Regulations, 1997 . The main objective of these 
Regulations is to provide greater transparency in the acquisition 
of shares and takeovers of companies through a system of 
disclosure of information. ^ This Regulation provides that any 
acquirer who already holds ten per cent or less of voting rights in 
the capital of a company shall not acquire further shares except 
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by making a public announcement to acquire shares from the 
other shareholders of the company. The detailed information to 
be given in the public announcement of offer are listed in 
regulation 16. It must also be ensured that the announcement, 
any other advertisement, circular, brochure, material or letter of 
offer issued for acquisition of shares do not contain any 
misleading information. 
Within 14 days from the date of announcement a draft of 
the letter of offer has to be filed with SEBI through the merchant 
banker, and 21 days thereafter the letter of offer shall be 
dispatched to the shareholders. Within 21 days of submission 
SEBI may specifies some changes in the letter of offer and if so 
the changes have to be carried out " before dispatch to the 
shareholders. ^ 
The offer has to be made at a minimum price and the 
mechanism to fix the minimum price is detailed in Regulation 20. 
The offer should be to acquire an aggregate minimum of 20 per 
cent of the voting capital. If the offer results in the public 
shareholding being reduced to 10 per cent or less of voting 
capital of the company, the acquirer has two options which he 
wants to exercise has to be stated clearly in the letter of offer. 
Within three months from the close of public offer, he can make 
another offer to acquire the remaining shares at the same price or 
undertake to disinvest or offer for sale or issue fresh capital to 
the public within a period of six months such number of shares so 
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as to satisfy the listing requirements. ^ The date of opening of the 
offer shall be not later than the sixtieth day from the date of 
public announcement and shall remain open for a period of 30 
days. 
The acquirer, under Regulation 28 is required by way of 
security for his performance, should deoosit in an escrow account 
such sum as specified which can be in the form of cash deposit or 
bank guarantee or deposit of acceptable securities. No public 
offer once made shall be withdrawn except under certain 
circumstances. ^ Any person, other than the one who made the 
first announcement, who is desirous of making an offer, shall, 
within 21 days of the first offer, make a public announcement for 
acquisition of shares in the same target company which is called a 
competitive bid. Upon the announcement of the competitive bid 
the first offerer has two options-revise the offer or withdraw it 
with the prior approval of SEBI. ^° 
In addition to the regulations for the substantial acquisitions 
of shares referred to above three are special provisions in 
Chapter IV of these Regulations provides for a substantial 
acquisition of the shares in a financially weak company not being 
a sick industrial company, in pursuance of a scheme of 
rehabilitation. Although these Regulations have been put to test 
during the last two years certain lacunas have been exposed in 
some of the offers and to plug the same SEBI has constituted a 
committee under the stewardship of Justice Bhagwati to review 
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the take over code whose final recommendations are awaited to 
amend the code. ^^  
New Authority to Handle Mergers and Acquis i t ions 
(Ms&As): 
The Department of Company Affairs (DCA) proposals for 
setting up of an investor protection committee, vesting the 
Company Law Board (CLB) with and constitution of a competition 
authority to also take care of mergers and acquisitions. Under the 
existing law M&As have to be approved by the high court. It is 
now being contemplated to set up a competition authority which 
can address these issues as well as those presently being heard by 
the Monopolies and Restrictive Trade Practices Commission 
(MRTPC). The issue to be resolved is whether the proposed 
authority like the MRTPC should have the powers of a court. If it 
has to be so then a new legislation will have to be introduced. ^^  
This has apparently led to a new thinking in the DCA that 
both the Ms&As business and insolvency issues be brought under 
the new competition authority which may be asked to follow the 
Singapore pattern where dissolution of an insolvent firm does not 
take more than one year. In Singapore the authorities are even 
empowered to appoint private liquidators who may also initiate 
steps for revival of an affected company. But in India the issue 
often gets messy and delayed due to many layers of authority 
presided over by the BIFR. The DCA is also thinking of a separate 
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insolvency law committee under the chairmanship of a retired 
Supreme Court judge. ^^  
7.3 Impact of Transnational Corporation's Mergers And Acquisitions 
(Ms&As) on the Development of Indian Economy: 
During the post-NEP period, Corporate India has witnessed 
a flurry of activities on the Ms&As front. During the fiscal 1998-
99 alone, Ms&As deals involving whopping Rs. 151 billion were 
made. 
Table-1 presents data with regard to significant Mergers 
and Acquisitions during the post-NEP period i.e. 1991-99 . It is 
discernible from the table that flurry of M&A activities have 
started right from the year 1994 . In the years 1 9 9 6 , 1 9 9 7 and 
1998 , the numbers of Ms&As are the highest. 
Table-1 
Significant Mergers And Acquisit ions (Ms&As) 
During Post-NEP Period ( 1 9 9 1 - 1 9 9 9 ) 
Year 
1991 
1992 
4993 
1994 
1995 
1996 
1997 
1998 
1999 
Ms&As Number 
N.A 
02 
04 
12 
15 
38 
33 
62 
14 
Sectors/Industries 
N.A 
Food Products. 
Electronics, Food Products, Chemicals. 
Electronics, Fertilizers, Fuel, Telecommunications, Food Products. 
Chemicals, Pharmaceuticals, Airways, Cement, Electronics, Hotels. 
Electronics, Pharmaceuticals, Food Products, Chemicals, 
Plantation, Computers, Fertilizers. 
Textiles, Financial, Automobiles, Chemicals, Cements, Telecom. 
Automobiles, Telecom, Chemicals Cosmetics, Fertilizers, Textiles, 
Financial. 
Chemicals, Automobiles, Financial, Foods & Beverages, Textiles. 
Source-. Compiled b\^ the Research Scholar from Appendix-3 and other Sources 
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Almost all the major sectors of the economy have witnessed 
the entry of TNCs. Instead of setting up fresh greenfield 
capacities, they have preferred to either acquire existing 
companies or existing capacities. 
The number of open offer bids made during 1998-99 shot 
up to 66 from 37 in 1997-98 and 30 in 1996-97 . The amount 
involved in these bids almost doubled to Rs. 16 .1 billion in 
1998-99 as compared to Rs. 8.80 billion in 1997-98 (Table-2). 
Table - 2 
Open Offers/Bids By TNCs In India During Post -NEP Period 
April 
May 
June 
July 
August 
September 
October 
November 
December 
January 
February 
March 
TOTAL 
No. of Open Offers/Bids 
1996-97 
-
1 
2 
4 
3 
2 
3 
4 
2 
5 
3 
1 
30 
1997-98 
1 
4 
5 
4 
1 
1 
-
8 
3 
1 
5 
4 
37 
1998-99 
8 
10 
10 
1 
6 
7 
4 
2 
4 
9 
-
5 
66 
Amount (Rs. Crore) 
1996-97 
-
5.8 
3.1 
20.5 
2.2 
2.4 
28.2 
96.4 
3.4 
0.7 
4.0 
0.4 
166.9 
1997-98 
37.4 
17.6 
42.2 
225.6 
15.9 
0.6 
-
111.7 
115.7 
0.2 
234.4 
78.8 
880.1 
1998-99 
40.8 
1128.4 
77.9 
34.4 
54.7 
51.0 
12.9 
1.2 
10.4 
190.2 
-
4.6 
1606.4 
Source: Monthly Review of the Indian Economy, Centre for Monitoring Indian Economy, 
New Delhi, March-April, 1999,p.88. 
During the month of March, Ms&As deals worth Rs. 66 .46 
billion took place. The month saw three fresh open offer 
announcements and two final offer announcements . The new 
open offer bids were made to acquire 20 per cent stake in 
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Standard Cables, Fine Drugs & Chemicals and Suvarna Cements. 
The two final offers for the month were made to acquire the 
remaining stake in Bharti Telecom and Cauvery Sugars.^'* The 
open offer to acquire shares of Standard Cables was made on 8 
March 1999 . Surprisingly, a month prior to the announcement , 
the script which was hardly traded on the BSE witnessed a 
marked rise in the trading volume as well as the share price, and 
had given hefty 250 per cent returns in February alone.^^ 
While the share price of Standard Cables flared up one 
month prior to the announcement of open offer, the scrip of 
Fine Drugs and Chemicals zoomed by 396 per cent soon after 
the first media announcement on 22 March 1999 . On 23 March 
1999 , the share price further increased by another 40 per cent. 
Vorin laboratories has made an offer to acquire shares of the 
company. Suvarna Cement, another company for which an open 
offer has been made during the month, was not traded from 
August 1 9 9 8 . Incidentally, from 18 February 1999 , the scrip 
started trading quite regularly and the closing prive which was 
Rs. 2 as 18 August 1998 surged five fold to Rs. 11 on 12 March 
1999.16 
The data setout in table-3 gives an account of Mergers 
Swap ratio between TNCs and Indian corporates . The table 
reveals that the mergers under reference have the swap ratio 
range between 1:2 to 1:6. 
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Table-3 
TNCs Mergers With Indian Companies During Post - NEP Period 
Merged with 
Crompton Greaves 
Dr. Reddy's Laboratories 
Garuda Clays 
Greaves 
Rico Auto Inds. 
Russel Credit 
Russel Credit 
Siemens, 
Textool Co. 
Trent 
Merged Entity 
Punjab Power Generation Machines 
Cheminor Drugs 
Ramanuj Leasing 
Rajasthan Polymers & Resins 
Rico Agroils 
Sage Investments 
Summit Investments 
Siemens Information Systems 
Coimbatore Cots & Coatings 
Lakme 
Swap Ratio 
1:20 
1:6 
1:50 
1:50 
1:50 
1:50 
1:50 
1:50 
1:50 
Source: Month\\; Review of the Indian Economic, Center for Monitoring, 
Indian Economi;, New Delhi, 1999, p.94. 
TabIe-4 provides a comprehensive list of Ms&As and 
takeovers along with their change in equity state upto March 
1999 . The data incorporated in the table are indicative of the 
fact that after the Ms&As and takeover, there are significant 
changes in the composition of shareholding stake of the Indian 
Corporates . 
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Table - 4 
Mergers & Acquisitions/Takeover-Others/Change in Equity Stake 
(up to March 1999) 
Compani^ 
A CC-Nihon 
Castings 
Aircel Digllink 
India 
Ajanta Pharma 
Alcatel Modi 
Network 
Systems 
Balmer Lawrie-
Fuchs 
Bay Islands 
Hotels 
Birla Global 
Finance 
Countrywide 
Consumer 
Finance 
Services 
Daewoo 
Anchor 
Hectronics 
Fine Drugs & 
Chemicals 
HCL-James 
Martin Inc. 
Hind Lever 
Chemicals 
Honda Siel 
Cars India 
IBP Caltex 
IP Rings 
Acquirer 
Associated Cement 
Cos. 
Essar Group 
TCW-ICICI 
Investment 
Partners, LIC, 
Mauritius 
Alcatel Business 
System 
Fuchs Petrolub 
A.G. 
ITC Hotels 
Sunlife 
GE Capital 
Services 
Daewoo 
Hectronics 
Vorin 
Laboratories 
HCL 
Technologies 
Pvt. 
His 
SIEL 
Caltex Oil 
Corporation 
Enam Securities 
Pvt. 
Current 
Share 
holding 
(%) 
54.50 
-
11.30 
51.00 
50.00 
-
-
55.00 
76.00 
30.00 
60.00 
-
5.00 
51.00 
-
Proposed 
to be 
acquired 
{%) 
45.00 
10.00 
5.00 
49.00 
50.00 
100.00 
50.00 
20.00 
10.00 
37.76 
40.00 
9.60 
15.00 
49.00 
9.08 
Equity 
Capital 
(Rs.Crore) 
15.43 
0.10 
8.81 
45.80 
-
-
15.75 
-
-
6.29 
-
11.56 
-
-
7.04 
Total 
Consi-
deration 
(Rs.Crore) 
0.27 
-
-
35.00 
3.00 
-
-
20.00 
-
0.95 
-
-
54.00 
19.60 
-
Acquisitio 
n Price 
(Rs.) 
-
• 
-
-
10.00 
-
-
30.00 
-
4.00 
-
460.00 
-
10.00 
-
Ruling 
Price 
(Rs.) 
-
-
-
-
-
-
15.90 
-
-
7.00 
-
627.25 
-
-
63.20 
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Ind Auto 
Indian Oil 
Corporation 
Indian 
Petrochemicals 
Corporation 
International 
Auto 
JBS Steel 
Products 
Jindal 
Vijayanagar 
Steel 
Lubrizol India 
Modi Xerox 
Orient 
Information 
Technology 
Phoenix 
Overseas 
Roplas (India) 
Sesa Seat 
Information 
System 
Shrike 
Construction 
Equipements 
Stcelage 
Industries 
Sterling 
Cellular 
Synergy Log-In 
Systems 
Fiat Auto Spa. 
Foreign, 
Private-Equity 
Investors 
Warburg Dillon 
Read Securities 
(India) Pvt. 
Commonwealth 
Devp. Corpn. 
British Steel 
Jindal Iron & 
Steel Co. 
Indian Oil 
Corpn. 
NRls And 
OCRs 
His 
UK-Based 
Investor 
Ridge 
Investment 
Company Pvt. 
Ltd 
Core Group Of 
Managers 
Potain S A. 
Club 
International 
Holdings 
Essar Group 
Baring Private 
Equity Partners 
51.00 
-
-
-
-
7.74 
-
10.00 
-
-
1.63 
-
-
23.84 
-
-
30.40 
2.00 
25.00 
25.00 
40.00 
3.04 
60.00 
24.00 
30.00 
40.00 
8.19 
40.00 
51.00 
30.00 
32.50 
20.00 
-
389.28 
248.22 
-
-
1011.77 
19.20 
19.47 
7.50 
-
0.48 
1.50 
0.76 
3.12 
150.00 
6.74 
-
-
-
4.75 
-
-
-
-
-
42.00 
-
-
-
-
-
-
-
-
-
36.00 
-
-
-
-
-
-
-
-
-
288.00 
-
-
-
272.00 
103.50 
-
-
3.10 
-
172.50 
95.60 
-
22.40 
-
-
131.10 
-
27.00 
Source: Monthli/ Review of the Indian Economic, Centre for Monitoring Indian Economi;, 
New Delhi, March-April, 1999,pp. 91-93. 
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7 . 3 . 1 Equity S take of TNCs in Indian Corporate- Country 
and Sec tory -wi se Analys is (Sample s ize of 2 1 2 
TNCs) 
Table-5 has been prepared by Research Scholar to work out 
the equity stakes of TNCs in Indian Corporates . In all, 212 TNCs 
have been chosen as a sample size representing different sectors 
in the Indian economy. The equity stake of the TNCs in Indian 
Corporates has been segregated into four levels i.e. TNCs with 
2 5 % and less then 40% of equity stake, with 40% and less than 
50% of equity stake, with more than 50% but less than 70% of 
equity stake and the fourth level is the TNCs with more than 
70% of the equity stake. 
Table-5 
Mergers And Acquisitions Alliances And Collaborations With 
Different Equity Stakes During Post-NEP Period 
(Sample Size of 212 TNCs.) 
Number of 
Foreign 
Companies 
212 
(100%) 
With 25% 
and less than 
40% of 
Equity Stakes 
81 
(38.21%) 
With 40% and 
less than 50% 
of Equity 
Stakes 
43 
(20.28%) 
With more than 
50% and less 
than 70% of 
Equity Stsikes 
84 
(39.62%) 
With more 
than 70 % of 
Equity Stakes 
04 
(1.89%) 
Source-. Complied and computed bi/ the Research Scholar from Khar) Dr. A. Q. Monograph 
entitled, "M&A for Growth and Globalization of Indian Economy!",(Unpublished), Dept. of 
Commerce, AM.U.,Aligarh,2000(Appedices-4,5&6}. 
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It is discernible from the table that out of the total of 212 
TNCs under reference, 81 TNCs belong to the category of 25% 
and less than 40% of equity stake representing approximately. 
38 per cent of the total TNCs under sample study. 43 TNCs have 
entered into the arrangement of Ms&As, Alliances and 
Collaborations with 40 per cent and less than 50 per cent of 
equity stake, which represent approximately. 20 per cent of the 
total TNCs under sample study. 84 TNCs out of the sample size 
of 212 TNCs under reference, have 50 per cent and less than 70 
per cent of equity stake representing 40 per cent of the total 
TNCs. The equity stake of TNCs with more than 70% under 
various arrangements as mentioned above is minimal with 2 per 
cent of total TNCs under sample study. 
Table-6 has been prepared in collaboration with table-5 to 
identify the country-specific TNCs operating in Indian economy 
in arrangement of Alliances/Ms&As. The table reveals that 
USA's TNCs dominate the scene followed by UK , Germany, 
Japan , Netherlands and Sweden. It is further discernible from the 
table that majority of TNCs out of the sample size belongs to 
equity stake in the range of 50 per cent to 70 per cent followed 
by equity stake in the range of 25 per cent to 40 per cent and 
lastly in the range of equity stake of 40 per cent to 50 per cent. 
It may be inferred that the TNCs operating in Indian economy 
with the arrangement of Ms&As are larger in number with 
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majority equity share holdings sharing their overall domination in 
the business affairs. 
Tablc-6 
Domination of Foreign Companies In India Under Ms &As/Alliances 
(Number of TNCs under Sample Survey-212) 
Country's Name 
Others 
UK 
USA 
Spain 
Germany 
Finland 
Netherlands 
Canada 
Japan 
Switzerland 
Sweden 
Russia 
France 
Malaysia 
Austria 
Belgium 
S.Korea 
Denmark 
Singapore 
Total 
Total No. 
of Foreign 
Companie 
s in India 
03 
43 
50 
01 
29 
02 
12 
02 
31 
10 
12 
01 
07 
01 
02 
01 
02 
01 
02 
212 
With 25% to 
40% Equity 
Stai<es 
~ 
13 
20 
— 
07 
01 
03 
02 
18 
01 
04 
01 
04 
01 
01 
01 
01 
01 
02 
81 
With 40% 0^ 
less than 50% 
Equity Stakes 
03 
09 
13 
— 
06 
— 
03 
— 
06 
02 
~ 
~ 
01 
— 
— 
~ 
— 
-
-
43 
With more 
than 50% but 
less than 70% 
Equity Stakes 
~ 
19 
15 
01 
16 
01 
06 
— 
07 
07 
08 
— 
02 
~ 
01 
~ 
01 
— 
— 
84 
With more 
than 70% 
Equity Stakes 
— 
02 
02 
-
-
— 
-
— 
— 
— 
— 
~ 
— 
— 
— 
~ 
~ 
— 
— 
04 
Source-, same as TabIe-5. 
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Table-7 presents data with regard to sectoral concentration 
of TNCs in the arrangement of Ms&As with Indian Corporates . 
Table-7 
Sectoral Concentration of Foreign Companies (TNCs) with Indians In 
Mergers And Acquisitions/Alliances During Post- NEP Period. 
(Number of TNCs under Sample Survey-212) 
Sectors 
Electronics 
Engineering 
Fuel 
Chemicals 
Agro Products 
Lighting Systems 
Automobiles 
Petrochemicals 
Telecom 
Pharmaceuticals 
Metallurgy 
Leather/synthetic 
Personal Care 
Services 
Hotel & Tourisim 
Total 
USA 
06 
07 
02 
03 
02 
02 
02 
03 
04 
07 
05 
02 
02 
03 
-
50 
UK 
03 
04 
02 
02 
02 
02 
05 
02 
02 
06 
04 
02 
02 
03 
02 
43 
Japan 
09 
06 
-
-
--
04 
07 
-
04 
-
--
~ 
-
-
01 
31 
Germany 
05 
04 
02 
02 
--
02 
05 
01 
02 
02 
03 
-
-
01 
-
29 
Switzerlsind 
--
02 
-
--
03 
-
--
02 
-
02 
--
01 
-
-
-
10 
Netherlands 
02 
02 
--
01 
-
01 
01 
-
-
02 
--
03 
-
-
-
12 
Sweden 
-
06 
-
-
-
-
--
-
01 
02 
-
-
03 
-
-
12 
Source-. Same as Table-5. 
Sample size of TNCs being the same in number, reveals 
that USA with 50 TNCs has a tilt towards engineering, 
pharmaceuticals and electronics sectors as larger number of 
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Ms&As have taken place in these sectors. Japan, besides these 
sectors, has shown active interest in automobile sector. UK and 
Germany have the similar sectors to enter into the Ms&As. The 
Switzerland has evinced interest in the agro-products 
petrochemicals and pharmaceuticals. Sweden has come into the 
engineering sector in the arrangement of Ms&As. On the whole, 
electronics, engineering and automobiles are the main attraction 
of TNCs for Ms&As with Indian Corporates . 
The data set out in table-8 present sectoral dispersal of 
TNCs of USA, UK, Germany and Japan under the arrangement 
of Ms&As with Indian Corporates . It is discernible from the table 
that the TNCs from USA have larger Ms&As in the range of 50 
per cent to 70 per cent of equity stake in electronics sector 
followed by engineering, metallurgy and pharmaceuticals. The 
TNCs from UK are more in automobile, pharmaceuticals, 
metallurgy and petrochemicals with equity stake between 50 per 
cent to 70 per cent . Germany's TNCs are more in electronics 
and automobiles in the equity stake range of 50 per cent to 70 
per cent . The TNCs from Japan are more in the automobile 
sector with equity stake range of 25 per cent to 40 per cent. The 
other sectors where TNCs have entered into Ms&As belonging to 
these countries are agro-products, lighting system, 
telecommunication, leather synthetics and services. 
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7 . 3 . 2 Financial Performance Appraisal of TNCs In India 
(Sample s ize Top 2 5 TNCs Under Ms&As 
Arrangement) 
Net Profit, Interest, Net Worth, Tax, Exports, Earning Per 
Shares (EPS) and Sales performance under Merger and 
Acquisition arrangement of top 25 TNCs belonging to different 
sectors have been presented in talbe-9. It is discernible from the 
table that a sale made by 25 top TNCs of different industries has 
registered an increasing trend during the period under review. 
Sales performance of TNCs engaged in miscellaneous industries 
have registered an average annual growth of 4 6 . 0 5 per cent, 
followed by diversified sector, electronic and electrical equipment 
industries. The overall impressive sales result is mainly attributed 
to the overall scheme of globalization through liberalization. 
Strategic alliances between TNCs and Indian companies have 
provided better resources, better product and better market 
penetra t ion, which ultimately resulted in high sales. 
Table provides factual data about net profit earned by top 
25 TNCs from different industries during the period 1991 to 
1999 . Net profit earned by TNCs under merger and acquisition 
arrangement has attained a rapid growth. Annual average growth 
rate of net profit is 118 .10 per cent, which has been made by 
diversified sector. Higher growth in this sector is mainly 
attributed to innovations and diversification adopted by the TNCs 
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engaged in these industries. Profit margin of these industries is 
highest due to reduced cost of production and economy of sale. 
Table further provides statistical information about interest 
paid by these TNCs belonging to different industry. It is 
indicative from the data that annual average growth rate of 
payment of interest has not increased at fast rate. This trend 
shows that TNCs are very cautious about their liquidity positions. 
They are using less fixed interest bearing funds. 
The Net worth of 25 TNCs under reference has also been 
analysed in the table. Table depicts that the net worth of TNCs 
has increased at a steady rate. The increase in net worth of 
TNCs is showing a general tendency of investing more funds in 
fixed assets . It also shows that TNCs are more aware about their 
liquidity position during the period under review. 
Contribution made to the Central Exchequer by TNCs in 
the form of tax payment has been presented in the table. A trend 
in tax payment under merger and acquisition arrangement has 
registered an upward movement. Average annual growth rate 
regarding tax payment is the highest in miscellaneous industry 
followed by diversified industry and electrical 
equipment /e lect ronic industry. 
Exports earning made by top 25 TNCs from three sectors 
under merger and acquisition arrangement has registered a rapid 
growth. Average annual growth rate of export accounted for 
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78 .69 per cent has been attained by TNCs from 
electronic/electr ical equipment industry. During the period under 
reference most of the mergers and acquisitions have been made 
in these sectors. Government has provided concessions and 
relaxation to these industries. 
Earnings Per Share (EPS), means total profit available to 
equity share holders after payment of tax and dividends to 
preference share holders. Statistics related to EPS have been 
presented in the table to work out trends in EPS growth rate. 
Annual average growth rate of EPS is the highest in 
miscellaneous industries accounting for 32 .86 per cent increase 
per year. However, in other two sectors under reference trends 
in EPS are comparatively low. 
7 . 4 Conc lus ion: 
The Mergers and Acquisitions (Ms&As) of TNCs with Indian 
companies have increased in number over the decade. The major 
factor leading to the Ms&As of companies is the combination of 
production capacity and increasing market share. Ms&As are 
very important market entry as well as growth strategy. Ms&As 
have the advantages to acquire new technology. It would have 
the effect of el iminating/reducing competit ion. One great 
advantage of Ms&As in some cases is that it provides instant 
access to markets and distribution network. 
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The Ms&As have created significant trends with the entry 
of TNCs into the Indian market. The Indian corporates are 
induced to enlarge resources and diversify to meet the challenges 
of global competit ion. Similarly, the market for takeovers is 
becoming active and a trend is being set by established corporate 
groups towards consolidation of markets share and diversification 
into new areas through the acquisition of companies. 
From the foregoing analysis it is discernible that Ms&As 
are taking part in every sector of the economy. Most of the 
Ms&As are coming from the advanced countries, till recently 
USA was the leading torch bearer in this arrangement , but in the 
latest World Investment Report, it has been signified that 
Mauritius now leads the arrangement with largest number of 
stakes. 
From the foregoing analysis of the financial performance 
appraisal of top 25 TNCs operating in India under M&As 
arrangement belonging to different sectors, reveals that the sales 
performance, profit earning, net worth and earning per share are 
increasing at a steady rate during post merger period. The 
strategic alliances through M&As between TNCs and Indian 
companies has provided better resources, better product, and 
better market penetra t ion, which ultimately resulted' in high 
sales, more profit earning, rise in earning per share and better 
networth, and all these may be attributed to overall scheme of 
globalization through liberalization. 
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8 . 1 Introduction: 
It has been observed in the foregoing chapter that the wave 
of Ms&As through TNCs is growing in size and volume of capital 
in India during the post-NEP period. Analysis further reveals that 
the TNCs under survey have fared well in terms of attainment of 
higher growth in sales, profit, exports, Net worth and EPS. The 
T N C s merger and acquisition with Indian corporates has no 
doubt provided better resources, market accessibility and 
distribution network leading to globalization of the economy. 
The present chapter underscores the significance and utility of 
T N C s participation in the development of social sector in India. 
Global economy has used new parameters of economic and 
social development. Transnational Corporations (TNCs) are the 
precursors of global change. The global change will not be 
complete without involving all the social strata of different 
countries in different regions. It is to be looked into as a 
problem of individual dignity, social security and a healthy life. 
Global economic system will be in full gear if there exists a 
social net work to take care of the massive problem of 
ignorance, disease, and poverty. It is true that the governments 
of democratic nations have been looking into the social problems 
but the measures of the government have political orientation. 
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The national political agenda does not fit in the global 
framework. The rich and prosperous nations are concerned to 
protect environment and the problems of earth management. It 
has the crux of management of the natural resources of the 
developing countries. There has to be a global organization 
without political commitment to reach an individual everywhere 
around the world who is afflicted with ignorance, disease, 
poverty and starvation. To my mind it calls for a close 
cooperation between the TNCs, the organizations, working for 
humanity working on the global scale. 
The chapter attempts to examine the impact of TNCs on 
the development of social sector in India in the wake of ongoing 
liberalization and globalization since July 1 9 9 1 . 
8 . 2 An Appraisal of Government Performance in the 
D e v e l o p m e n t of Soc ia l Sec tor in India: 
Right from the inception of planing in India the 
government has pursued a policy of growth with social justice 
and alleviation of poverty. Several anti-poverty measures and 
welfare programmes have been in operation for the overall 
welfare of the weaker section, women and children. Since the 
economic liberalization of July 1 9 9 1 , the government has three 
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pronged strategy to tackle the unemployment problem and to 
reduce poverty, and to attain higher economic growth for 
enhancing the levels of standards of living of all groups of 
people in the society and according high priority to government 
expenditure on the development of social sectors. A critical 
appreciation with regard to the performance of the government 
in the development of social sector in India is briefly presented 
in the following paragraphs. 
TabIe-1 provides statistical data regarding the central 
government expenditure (plan and non-plan both) on social 
services as a whole right from the first five year plan till the year 
1999 . It is discernible from the table that the government 
expenditure on social services has been discouraging. The data 
set out in table-2 with regard to public expenditure on education 
of important developing economies as under reference brings out 
an interesting revelation. Kenya is a country, which has accorded 
top priority to education, investing approximately (7.4%) of its 
GDP (1995) followed by Egypt (6%) Malaysia, (5.3%) Thailand 
(4.2%) and Korea (4%). India's public expenditure on education 
during the period under reference is approximately 4 per cent of 
the GDP. Of the total government public expenditure, India's 
share on education is worked out to be 12 per cent. Thailand 
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Tablc-1 
Central Government Expenditure (Plan & Non-Plan) On Social 
Services (1951-56 to 1998-99) 
(Rs. In Crore) 
Year 
First Plan (1951-56) 
Second Plan (1956-61) 
Third Plan (1961-65) 
Annual Plan (1966-69) 
Fourth Plan (1969-74) 
Fifth Plan (1974-79) 
Annual Plan (1979-80) 
1980-81 
1985-86 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Sodal Services (Total Plein and 
Non-Plan) Expenditure 
1021 
1822 
1988 
734 
3340 
5290 
1480 
1697 
3189 
4029 
5380 
5892 
6397 
8150 
9223 
11631 
13659 
16520 
21159 
Trends in (%) 
-
78.45 
9.11 
-63.01 
355.04 
58.38 
-72.02 
14.66 
87.92 
26.37 
33.53 
9.52 
8.57 
27.40 
13.17 
26.11 
17.44 
20.95 
28.08 
Source: Compiled and Computed bi) the Research Scholar from Indian 
Economic Survey, Ministry of Finance, New Delhi, 1998-99. 
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Tablc-2 
Public Expenditure on Education of Some Important Developing 
Economies 
Country 
Bangladesh 
China 
Egypt 
India 
Iran 
Kenya 
Korea 
Malaysia 
Sri Lanka 
Thailand 
Education (as % of 
GNP) 1995 
2.3 
2.3 
5.6 
3.5 
4.0 
7.4 
3.7 ' 
5.3 
3.1 
4.2 
Education (as % of 
total government 
expenditure) 1993-95 
8.7 
12.2 
13.8 
12.1 
17.8 
16.1 
17.4 
15.5 
8.1 
20.1 
Primary and 
Secondary Education 
(as % of all levels) 
1990-95 
88 
67 
64 
65 
63 
82 
79 
76 
73 
73 
Source-. Prepared b\; the Research Scholar from, Humar) Development Report, 
UNDP, 1998. 
i.e. 20 per cent followed by Iran, 18 per cent, Korea 17.4 per 
cent and Malaysia claim the highest share of the total 
government public expenditure 16 per cent for the period under 
review. At the primary and secondary level, Bangladesh is 
investing more than other countries under reference i.e. 88 per 
cent of all levels during 1990-95 followed by Kenya 82 per cent 
and Korea 79 per cent. India's share in this regard is at the 
bottom level with 65 per cent as total of all levels for the period 
under review. This proves the point that India is negligent of 
developing the primary and secondary education. 
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Table-3 furnishes statistical information about the 
government's plan outlay on education during 1951-56-1998-99. 
It is again disheartening to note that he trends in plan outlay 
over a period of time have been disparate. In the annual plan of 
1998-99, the trend is negative to (-) 27 per cent as compared to 
the previous annual plan of 1997-98. 
Tablc-3 
Government's Plan Outlay On Education (From 1951-56 to 1998-99) 
Plan Period 
First Plan (1951-56) 
Second Plan(1956-61) 
Third Plan (1961-65) 
Annua! Plan (1966-69) 
Fourth Plan (1969-74) 
Fifth Plan (1974-79) 
Annual Plan (1979-80) 
Sixth Plan (1980-85) 
Seventh Plan(1985-90) 
Annual Plan (1990-92) 
Annual Plan (1991-92) 
Eighth Plan (1992-97) 
Annual Plan (1997-98) 
Annual Plan (1998-99) 
Amount (Rs. 
In Crore) 
153.0 
273.0 
588.7 
306.8 
774.3 
1710.3 
263.0 
2976.6 
7685.5 
2316.5 
2599.0 
19599.7 
8208.2 
4566.9 
Per cent Share in 
Total Outlay 
N.A 
N.A 
6.9 
4.6 
4.9 
4.3 
2,2 
2.6 
3.5 
4.0 
4.0 
4.5 
5.9 
4,3 
Trends in (%) 
-
~ 
~ 
-33.33 
6.52 
-12.24 
-48.84 
18.18 
34.62 
14.29 
0.00 
12.5 
31.11 
-27.12 
Source: Indian Economic Survey (Various Issues) Ministry of Finance, New Delhi. 
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Table-4 provides informations with regard to central plan 
outlay for elementary and adult education respectively during the 
period 1990-91 - 1998-99. The closed scrutiny of the table 
reveals that the emphasis of the government is more on 
promoting and developing the elementary education. Over a 
period of time under review, the trends in central plan outlay for 
elementary education is increasing. In case of adult education, 
the trend in plan outlay is a declining one. The government 
policy for educational priorities as set out in the National Policy 
on Education 1986, modified in 1992 and its Programme of 
Action, the National Agenda for Government (NAG) seem to 
have not yielded satisfactory result. 
Table-4 
Central Plan Outlay for Education (From 1990-91 to 1998-99) 
Total 
Education 
Hementary 
Education 
Adult 
Education 
1990-91 
BE 
865 
265 
96 
RE 
837 
224 
131 
1995-96 
BE 
1825 
651 
234 
RE 
2504 
1143 
170 
1996-97 
BE 
3388 
2264 
225 
RE 
2574 
1567 
112 
1997-98 
BE 
4095 
2542 
127 
RE 
3350 
2265 
81 
(Rs. In Crore 
1998-99 
BE 
4245 
2779 
2779 
RE 
-
~ 
-
Nofe; BE= Budget Estimate; RE= Revise Estimate 
Source: Compiled and Computed fay the Research Scholar from Indian Economic 
Survei/, Ministry of Finance, New Delhi, 1998-99. 
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Several schemes of the government, such as, Operation 
Black Board (OB), Non-Formal Education (NFE), Teachers 
Education (TE), National Programme of Nutritional Support to 
Primary Education (NPNSPE), Mid-day Meal Scheme, District 
Primary Education Programme (DPEP), Total Literacy Campaign 
(TLC), Community Polytechnics (CP), Shiksha Karmi Project 
(SKP), Area Intensive Programme for Educationally Backward 
Minorities (AIPEBM) and Integrated Education for Disabled 
Children etc. need to be strengthened and established on sound 
footage in order to achieve the objectives of the National Policy 
on Education (NPE).^ 
Tables 5 and 6 present statistical data as regards the plan 
outlay for family welfare and other welfare activities from first 
five-year plan to the annual plan of 1998-99. Tables reveal that 
the growth trends in share of plan outlay for family welfare and 
other welfare activities of the total outlay for the period under 
review are wavering to the extent of discouragement. The fifth 
plan (1974-79) accorded considerable priority to the welfare 
programmes by setting aside substantial amount of Rs. 2140 
crore which constituted 5.3 per cent of the total outlay of the 
government on family welfare. The other annual plans, such as, 
1968-69, 1991-92 also made enough financial provision for the 
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Tablc-5 
Government's Plan Outlay For Family Welfare 
(From 1951-56 to 1998-99) 
Plzm Period 
First Plan (1951-56) 
Second Plan(1956-61) 
Third Flan (1961-65) 
Annual Plan (1966-69) 
Fourth Plan (1969-74) 
Fifth Plan (1974-79) 
Annual Plan (1979-80) 
Sixth Plan (1980-85) 
Seventh Plan(1985-90) 
Annual Plan (1990-92) 
Annual Plan (1991-92) 
Eighth Plan (1992-97) 
Annual Plan (1997-98) 
Annual Plan (1998-99) 
Amount (Rs. 
In Crore) 
N.A 
N.A. 
199.2 
190.0 
538.1 
2140.0 
633.6 
N.A 
3256.3 
782.2 
1023.3 
6500.0 
1829.4 
2489.4 
Per cent Share in 
Total Outlay 
N.A 
N.A 
2.4 
2.9 
3.4 
5.3 
5.2 
N.A 
1.8 
1.3 
1.6 
1.5 
1.4 
2.4 
Trends in (%) 
~ 
~ 
-
20.83 
17.24 
55.88 
-1.89 
-
~ 
-27.78 
23.08 
-6.25 
-6.67 
71.43 
Source: Jndia-A Reference Annua/ ^Various Issues) Ministry of Information and 
Broadcasting, New Delhi. 
Table-6 
Central Plan Outlay for Welfare (From 1990-91 to 1998-99) 
(Rs. In Crore) 
Welfare 
1990-91 
BE 
364 
RE 
366 
1995-96 
BE 
890 
RE 
890 
1996-97 
BE 
890 
RE 
890 
1997-98 
BE 
1389 
RE 
804 
1998-99 
BE 
1539 
RE 
-
Note: BE= Budget Estimate; RE= Revise Estimate 
Source: Compiled and Computed by the Research Scholar from 
Indian Economic Suruey, Ministry of Finance, New Delhi, 
1998-99. 
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family welfare schemes. The annual plan of 1998-99 seems to 
have made special focus for the family welfare scheme with plan 
outlay of Rs. 2 4 8 9 . 4 crore with 2.4 per cent share in the total 
outlay registering a growth trend of 72 per cent approximately. 
The various welfare programmes and schemes of 
government such as, family planing, Reproductive and Child 
Health (RCH) and Pulse Polio Immunization (PPI) have been well 
received in all parts of the country. 
Table-7 presents detailed accounts as regards Government 
Plan allocation on Medical and Public Health, during the period 
1951-56 - 1998-99 . It is discernible from the table that the 
amount allocated for Medical and Public Health during the plan 
allocation has been fluctuating during the period under 
reference. The highest share of Medical and Public Health in 
plan allocation was 3.3 per cent in the First Five Year plan 
which declined to 3 per cent in Second Five Year plan and there 
after the decelerating trends continued till the annual plan of 
1979-80 . In the Sixth five-year plan the share for plan allocation 
on Medical and Public Health in total plan outlay constituted 3 
per cent. However, in the succeeding plans again the share of 
Medical and Public Health in total plan outlay registered 
disparate trends. 
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Tablc-7 
Government's Plan Allocation On Medical And Public Health 
(From 1951-56 to 1998-99) 
Plan Period 
First Plan (1951-56) 
Second Plan (1956-61) 
Third Plan (1961-65) 
Annual Plan (1966-69) 
Fourth Plan (1969-74) 
Fifth Plan (1974-79) 
Annual Plan (1979-80) 
Sixth Plan (1980-85) 
Seventh Plan (1985-90) 
Annual Plan (1990-92) 
Annual Plan (1991-92) 
Bghth Plan (1992-97) 
Annual Plan (1997-98) 
Annual Plan (1998-99) 
Amount (Rs. In Crore) 
65.2 
140.8 
225.9 
140.2 
335.5 
760.8 
223.1 
3412.2 
3688.6 
1040.8 
924.8 
7575.9 
3704.4 
11945.5 
Per cent Share in 
Total Outlay 
3.30 
3.00 
2.60 
2.10 
2.10 
1.90 
1.80 
3.10 
1.90 
1.80 
1.40 
1.70 
2.20 
1.10 
Source: India-A Reference Annual (Various Issues), Ministry of Inforwation 
and Broad Casting, New Delhi. 
According to the Economic Survey Report, 1999-2000, the 
central sector has been according considerable emphasis on 
control and eradication of communicable and non-communicable 
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diseases and various programmes to this effect are being 
implemented with the World Bank assistance. The government 
has also undertaken appropriate measures for upgradation of 
central and state level organizations for drug quality control, 
food safety and strengthening of Medical Stores Organizations. 
The statistical data incorporated in table-8 present a 
comprehensive details with regard to Government expenditure 
(Plan and Non - Plan) on Labour Welfare for the period 1951-56 
to 1998-99. It is discernible from the table that the share of 
labour, employment and labour welfare constitutes 5 per cent on 
average in total government expenditure on social services till 
1996-97. However, the succeeding couple of years 1997-98 and 
1998-99 registered decelerating trend in the share of labour 
employment and labour welfare in the total expenditure including 
both plan and non-plan on social services. 
Table-9 furnishes statistical data with regard to 
Government expenditure (Plan and Non-Plan) on Social Welfare 
and Nutrition, during the period 1951-56 - 1998-99. The table 
reveals that the expenditure on social welfare and nutrition 
constituted approximately 10 per cent in the total expenditure 
on social services. The last four years under reference i.e. 1995-
96, 1996-97, 1997-98, 1998-99 are exceptions in terms of 
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Table 
Central Government Expenditure 
Employment and Labour Welfare 
-8 
(Plan & Non-Plan) In Labour, 
(From 1951-56 to 1998-99) 
Year 
First Plan (1951-56) 
Second Plan (1956-61) 
Third Plan (1961-65) 
Annual Plan (1966-69) 
Fourth Plan (1969-74) 
Fifth Plan (1974-79) 
Annual Plan (1979-80) 
1980-81 
1985-86 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Sodsd Services 
(Total Plan & Non-
Plan Expenditure 
(Rs. In Crore) 
1021 
1822 
1988 
734 
3340 
5290 
1480 
1697 
3189 
4029 
5380 
5892 
6397 
8150 
9223 
11631 
13659 
16520 
21159 
Labour, 
Employment & 
Labour Welfare 
(Rs. In Crore) 
45 
90 
104 
35 
180 
3.9 
69 
98 
167 
208 
289 
357 
347 
326 
440 
507 
587 
651 
831 
Share of 
Labour, 
Employment & 
Labour Welfare 
in Total Social 
Services in (%) 
4.40 
4.94 
5.23 
4.76 
5.38 
5.84 
4.66 
5.77 
5.24 
5.16 
5.37 
6.06 
5.42 
4.00 
4.77 
4.36 
4.30 
3.94 
3.93 
Source-. Compiled and Prepared b\^ the Research Scholar from Various Issues of Indian 
Economic Survei). 
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Tablc-9 
Central Government Expenditure (Plan & Non-Plan) 
On Social Welfare and Nutrition (From 1951-56 to 1998-99) 
Year 
First Plan (1951-56) 
Second Plan (1956-61) 
Third Plan (1961-65) 
Annual Plan (1966-69) 
Fourth Plan (1969-74) 
Fifth Plan (1974-79) 
Annual Plan (1979-80) 
1980-81 
1985-86 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Social Services 
(Total Plan & Non-
Plan Expenditure 
(Rs. In Crore) 
1021 
1822 
1988 
734 
3340 
5290 
1480 
1697 
3189 
4029 
5380 
5892 
6397 
8150 
9223 
11631 
13659 
16520 
21159 
Sodal Welfare 
and N'ttrition 
(Rs. In Crore) 
132 
205 
229 
66 
355 
560 
150 
178 
365 
410 
520 
628 
803 
880 
997 
1800 
1950 
2293 
2908 
Share of Social 
Welfare and 
Nutrition in Toted 
Sodal Services in 
(%) 
12.93 
11.25 
11.52 
8.99 
10.63 
10.59 
10.11 
10.49 
11.45 
10.18 
9.67 
10.66 
12.55 
10.80 
10.81 
15.48 
14.28 
13.88 
13.74 
Source: Compiled and Prepared by the Research Scholar from Various Issues of Indian 
Economic Survey. 
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more allocation of share for social welfare and nutrition in total 
expenditure on social services. However, the trends of share of 
social welfare and nutrition are declining over the period under 
review. 
Table-10, provides a detailed accounts as regards the 
government expenditure on water supply, sanitation, housing 
and urban development. A careful scanning of the table reveals 
that the share of water supply, sanitation, housing and urban 
development in total expenditure on social services is wavering 
in the minimum range of 10 .15 per cent in the second five year 
plan to the maximum of 22 per cent in 1996-97 . 
The rapid industrialization and urbanization has posed a 
grave challenge in providing basic amenities. Accelerated Urban 
Water Supply Programme (AUWSP), which aimed to provide safe 
and adequate drinking water to the entire population of towns, 
does not appear to be properly implemented.^ 
In table - 1 1 , the statistical data have been compiled and 
computed by the Researcher to present a picture as regards 
overall health improvement scenario in India in terms of access 
to safe water, access to sanitation as percent of population and 
infant mortality rate per thousand live birth for the period 
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Tablc-10 
Centrsil Government Expenditure (Plan & Non-Plan) On Water 
Supply, Sanitation, Housing and Urban Development 
Year 
First Plan (1951-56) 
Second Plaui (1956-61) 
Third Plan (1961-65) 
Annual Plan (1966-69) 
Fourth Plan (1969-74) 
Fifth Plan (1974-79) 
Annual Plan (1979-80) 
1980-81 
1985-86 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Social Services 
(Total Plan & 
Non-Plan 
Expenditure 
(Rs. In Crore) 
1021 
1822 
1988 
734 
3340 
5290 
1480 
1697 
3189 
4029 
5380 
5892 
6397 
8150 
9223 
11631 
13659 
16520 
21159 
Water Supply, 
Sanitation, 
Housing & Urban 
Development 
(Rs. In Crore) 
109 
185 
221 
102 
469 
812 
182 
228 
489 
652 
828 
934 
788 
1262 
1351 
1756 
2957 
3449 
4495 
Water Supply, 
Semitation, Housing 
& Urban 
Development 
in Total Social 
Services in (%) 
10.66 
10.15 
11.12 
13.90 
14.04 
15.35 
12.30 
13.43 
15.33 
16.18 
15.39 
15.85 
12.32 
15.48 
14.65 
15.10 
21.65 
20.88 
21.24 
Source. Compiled and Prepared fay Research Scholar from Various 
Issues of Indian Economic Survey;. 
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Table-11 
Needs for Health Improvement in India 
Particulars 
Access to safe water per cent of population with access 
Access to sanitation per cent of population with access 
Infant mortality rate per thousand life births 
1982-83 
54 
08 
115 
1996-97 
85 
16 
71 
Source-. Compiled and Computed by the Research Scholar form World Development 
Report 1999-2000. 
1982-83 and 1986-87 . It is discernible from the table that 
accesses to safe water as per cent of population were 54 per 
cent in 1 9 8 2 - 8 3 , which increased to 85 per cent in 1996-97 . 
The access to sanitation as per cent of population has also 
shown a substantial improvement during the period under review. 
The infant mortality rate has also declined during the period 
under reference. To conclude it may be inferred that the 
government effort in the sphere of health improvement scheme, 
plans and programmes are encouraging. However, still much 
more is needed to be done. 
Table-12 provides statistics with regard to central plan 
outlay for women and child development during 1990-91-1998-
99 . It is discernible from the table that the plan outlay for 
women and child development has been increasing during the 
period under reference. The government also appears to have 
allocated an increasing amount for integrated development child 
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services. However, the last couple of years under reference show 
a declining amount of allocation of plan outlay for women and 
child development as compared to the previous years. 
Tablc-12 
Central Plan Outlay for Women and Child Development 
(1990-91 to 1998-99) 
Women & Child 
Development 
Integrated Child 
Development 
Services 
199 
BE 
330 
268 
a-91 
RE 
313 
255 
199 
BE 
730 
588 
5-96 
RE 
821 
669 
1996-97 
BE 
847 
682 
RE 
847 
682 
199i 
BE 
900 
734 
r-98 
RE 
126 
600 
(Rs. In Crore 
1998-99 
BE 
1226 
603 
RE 
-
-
Note: BE= Budget Estimate; R£= Revise Estimate 
Source-. Compiled and Computed by the Research Scholar from Indian Economic 
Survey, Ministry/of Finance, New Delhi, 1998-99. 
The government efforts for women's development in terms 
of social and economic empowerment of women through 
attitudinal change towards girl child, education, training, 
employment, support services and emphasis on women's rights 
and law is a welcome step. For the welfare and development of 
the children, the Integrated Child Development Services (ICDS) 
scheme, aims to provide an integral package of services of 
health checkup, immunization, supplementary nutrition, referral 
services, pregnant women and nursing mothers need to be 
strengthened. Besides, ICDS the other programmes of the 
Government for child development such as Day Care Centre, for 
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children below five years belonging to weaker section of the 
society, Balwadi Nutrition Programme, Early Childhood 
Education and National Institute of Public Cooperation and Child 
Development, are needed to be properly implemented. ^ 
Table -13, provides statistical data as regards the estimated 
cost of environment degradation in selected Asian countries as 
under reference. The table shows that the annual cost incurred 
in US $ Billion and also the cost of GDP in percentage by the 
countries under reference owing to environmental damage. It is 
easily sorted out that China, in year 1990, tops the list in terms 
of cost's which is worked out around 13.9 to 26.6 US $ Billion 
by the environmental damage caused by soil erosion, 
deforestation, water shortage and distraction of water land. The 
health destruction caused by environmental pollution cost around 
6.3 to 9.3 US$ Billion, with the expenditure of 1.7 to 2.5 per 
cent of their GDP. As compared to other selected Asian 
countries under reference the cost incurred by China on 
environment degradation is much higher than Indonesia, 
Pakistan, Philippines and Thailand. India steps the second 
position by investing about US$ 10 to US$ 13.8 billion for 
urban air pollution, water pollution, soil erosion, land 
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degradation and deforestation which is about 4 .5 to 6.0 per cent 
of GDP, highest as compared to any other Asian countries. 
Table-14 presents an account with regard to approved 
outlays in environment and forest sector in the Seventh and 
Eighth Plan. The table reveals that the allocation of fund for 
forest and wildlife accounts for Rs. 1859 crore in Seventh Plan 
which increased to Rs. 4082 crore in Eight Plan registering an 
increase of approximately 119 per cent. In the total outlay for 
environment and forests, the share of state sector is more than 
the centre sector. 
Tablc-14 
Approved Outlays-Environment and Forests Sector 
Ecology & Environment 
Forest & Wildlife 
Total, Environment and Forests 
a) Central Sector 
b) State Sector 
VII Plan 
428 
1859 
2287 
797 
1490 
(Rs. In Crore 
VIII Plan 
828 
4082 
4910 
1200 
3710 
Source: Indian Economic Survey, Ministiy of Finance, Government of India, 1998-99. 
There are numerous reasons and factors, which are 
stumbling blocks in the way of preserving clean environment and 
healthy natural resource base. The important factor inter-alia is 
large-scale industrialization, spread of transport communications, 
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and modern infrastructures combined with the pressures of 
population explosion. The role of government in meeting this 
formidable challenge in environmental conservation is praise 
worthy. However, still much more is need to be done by the 
government along with the international organization, such as 
United Nations. '* 
At the end of 20th century, environmental problems of 
both national and global concern, many of them create spillover 
that impose heavy costs not only on those close to the source of 
problems but on society as a whole and on future generations. 
Individual countries have strong economic and social reasons for 
aggressively protecting the environments by creating incentives 
to reduce and manage such spillovers.^ 
It is clear from the foregoing tabular analysis with regard 
to the effort of the government in the development of social 
sector that there has been inadequate effort by the government. 
It seems that the political priorities have taken precedence over 
the social considerations. It is necessary that TNCs from the rich 
and prosperous countries should invest a part of their profit for 
the development of social sector in developing countries to 
establish human dignity, alleviation of human sufferings, 
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ignorance, poverty and starvation without a political and 
religious commitment. 
8 . 3 Impact of TNCs in the Deve lopment of Soc ia l Sec tor 
in India: 
TNCs should be global in their attitude for an important 
role in the development of social sector in India. India is a 
unique country, which has centres of modern technology without 
a linkage to the backwardness. The blockage is created by 
illiteracy. India needs scientific mind for new skills for 
development in global scenario. TNCs are the motors of 
economic progress and prosperity, which can not be energized 
without the fuel of scientific mind. Education is the first and 
indispensable point of any plan of TNCs to develop scientific 
mind for new skills. They must set a target for themselves to 
provide vocational education and training to individuals suffering 
from human indignity, poverty and destitute. 
Lack of health services, safe drinking water, healthy 
surroundings and shelters are the other social problems. TNCs as 
the part of global organization can play an effective role in 
tackling these social problems. Investment in hospitals for 
t reatment of disease, epidemics and other communicable 
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diseases will go a long way in realizing the dream of global first 
social order. The government will have nothing to do with the 
activities of TNCs and global social organization for meeting out 
the chronic problems of poverty and destitutions. 
The different organizations have been sponsored by UNO 
and missionaries, for instance, WWF, is the organization for the 
preservation and protection of endangered species of wild life, 
flora and fauna, but their influence is limited because the host 
country does not support them fully. The TNCs and the global 
social organization can come forward to educate the natives 
about the importance of wild life including forest. It will not be 
practical without giving the natives enough sustenance, which 
they drain for the forest. 
Likewise an equally important problem exist in the 
developing countries in the form of neglect of the rights of 
weaker and vulnerable sectors. The women, the children and the 
old people have to pay a heavy price of the fast changing social 
environment. 
The traditional values are disappearing as evident from the 
collapse of joint family systems. It was a long established social 
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institution for the care of women, children and old people. Now, 
this section has become vulnerable and dispossessed. 
The social organization together with active support of 
TNCs can channelize the creative energy of the women and 
experience of the old people for the nourishment of just social 
order. The children on the streets need special care for 
education, training and healthy development of their personality. 
The global economy will develop a healthy social environment 
through the instrumentality of TNCs when there is active 
participation of all the global social organizations to develop just 
social sector in India. 
8 . 4 Conc lus ion: 
Global economic system can not survive in vaccume 
without a sound, just social sector. TNCs are an important 
instrument of global economic system. The dream of 
management of nature and management of earth and global 
green revolution will become a reality when TNCs investment 
part of their profit in tackling hunger and strife of the natives in 
India and other developing countries. 
The development of social sector is the task of TNCs with 
a commitment to a human dignity with an emphasis on individual 
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who merits assistance for alleviation of his hunger, ignorance 
and poverty. It is a commitment to humanity not to a political 
agenda of any nation or group of nations. 
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9.1 Introduction: 
An incisive analysis was presented in the foregoing 
chapters with regard to foreign investments by transnational 
corporations through variety of business arrangements viz. FDI, 
collaborations, transfer of technology, Ms&As, joint ventures, 
subsidiaries and financial services. The Research Scholar has 
observed that the role and impact of transnational corporations 
on the development of Indian economy in post-NEP period is 
spectacular. The inflow of FDI during post NEP period has shown 
upward trend. There has been substantial transfer of technology 
in terms of more number of financial and technical approvals. The 
spates of joint ventures have been entered into by the TNCs with 
the Indian corporates. A host of 100 % subsidiaries of TNCs have 
been operating in Indian economy. The TNCs M&A with the 
Indian corporates are all time high in post-NEP period. The TNCs 
have also been evincing keen interest in the field of financial 
services. In fine, the importance and role of TNCs / MNCs is ever 
increasing in view of economic liberalization adopted in July 1991 
for globalization of Indian economy. 
There is no gainsaying the fact, that the wave and spate of 
expansion of TNCs in Indian economy in the name of foreign 
capital is a matter of serious concern for the economic thinking 
today. The crippled economy in the early period of the decade of 
90 ' s resulted in the advent of economic liberalization regime for 
globalization to integrate the Indian economy with the global 
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economies and in this process, the TNCs have been assigned ever 
greater role to play. The TNCs participation in the development 
of social sector in India is viewed with all interest by all corners 
of the society. 
This chapter has presented a comprehensive details in 
terms of analysis of the micro and macro parameters of economic 
development vis-ci-vis the operation of TNCs in India in the 
business arrangement of inflows of FDI, technology transfer, joint 
ventures, 100% subsidiaries, Ms&As and financial services. 
The chapter has been segmented into two major parts 
selecting important economic parameters to determine the impact 
of TNCs on economic Development of India: 
A. Micro-Parameters: These include irxflows of FDI, 
technology transfer, joint ventures, 100 % 
subsidiaries, Ms&As and financial services. 
B. Macro Parameters: These include Gross Domestic 
Products: GDP in relation to savings and investments, 
price indices in relation to inflation control, BoP and 
current account deficits. Exports / Imports trends and 
balance of trade, External debt management, TNCs 
and employment generation and performance of 
foreign banks vis-a-vis Indian counterparts. 
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In the following paragraphs, a detailed account is 
presented as regards the impact of TNCs on Indian economy from 
the viewpoint of micro-parameters. 
9 . 2 Impact of Transnat ional Corporat ion (TNCs) on Indian 
Economy: Micro Analys is : 
9.2.1 Impact of Foreign Investment Flows on Indian Economy;: 
Foreign capital investment in Indian economy is the need 
of the hour. According to the Indian Economic Survey, 1999-
2000 , India needs 32 .1 per cent gross domestic investment to 
grow @ 7.1 to 8.1 per cent per annum but our gross domestic 
savings have reached saturation at 24 .1 per cent for the last one 
decade. So, there remains a gap of 8.1 per cent, which 
necessitates for capital to bridge the gap. 
Foreign capital pours into an economy in two forms: 
Foreign Direct Investment (FDI) and Foreign Indirect Investment 
(FII). FDI is investment in green field and brown field ventures in 
which investors' set up a new industrial unit. This is most 
desirable of foreign investment, which brings into the economy 
the long term additional capital, world class technology and 
efficient management practices. On the other hand, the foreign 
indirect investment which includes FIIs, Euro equities and off 
shore funds. FIIs are the investment made in share and debentures 
of existing Indian companies with an objective to earn dividend 
income and capital gains from appreciation in the value of shares. 
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From the data set out in table-1 it is evident that the 
inflow of foreign direct investment including all the four routes 
under reference, has registered rising trend upto the year 1997-
98 as compared to the base year 1992-93 . However, the decline 
in trend is registered in year 1998-99 and 1999-2000 (April-
November). The decline in inflow of FDI during the period under 
reference is attributed to the confusive and the messy foreign 
investment policy of the central government with regard to the 
disinvestment of shares of public sector enterprises. The 
government has taken the initiative to streamline the policy as 
regards the inflows of foreign direct investment. The foreign 
investors are now sanguine enough that the fiscal policies will be 
made more FDI inducive to attract more inflow of FDI. The 
government 's step to attract foreign direct investment into 
priority areas, such as, power generation, communication, 
infrastructure sector is a welcome step. 
It is further discernible from the table that amount raised 
by the Indian corporate through GDRs and ADRs declined from 
US $ 645 miUion in 1997-98 to US $ 270million 1998-99 . 
Depressed capital market, industrial slackness at home and 
adverse emergence in market sentiments affected GDR prospect 
unfavourably. However, the current year 1999-2000 (April-
November) seems to be an encouraging year in terms of larger 
numbers of issues raised in the ADR and GDR market. Some of 
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the Indian giant business corporates which pep-up the ADR, GDR 
market are Infosys technology, Satyam infotech hmited and ICICI. 
Table-2 presents the trends in approval of FDIs vis-ci-vis 
actual inflows. It is evident from the table that there has been a 
steep fall in approvals of FDI in 1998 as compared to the 
previous year i.e. 1997 approximately a fall of 55 .7 percent in 
dollar terms. However, actual inflows of FDI as a proportion of 
approvals appear to have improved from 21.2 per cent in 1997 
to 32 per cent in 1998 . The decline in inflows of FDI therefore 
has followed from a substantial reduction in approvals. 
The table has further analyzed the portfolio investment 
trend. It is discernible that there is a fluctuation in trend of 
portfolio investment inflows throughout the period. The year 
1998-99 has registered a negative growth. However, the year 
1999-2000 (April-November) appears encouraging to have 
attracted an inflow of US $ million 1341 as compared to US $ 
million 722 of the corresponding period of 1998-99 - registering 
an upward trend by 86 per cent. 
Foreign portfolio investment is a new species introduced to 
the Indian capital market in 1992 in a bid to increase liquidity 
and depth of Indian share market. The total market capitalization, 
which was around Rs. 1,50,000 crores in 1 9 9 1 , has grown to 
rupees 5 ,20 ,000 crores in August 2000 . However, FIIs is unstable 
and is immediately withdrawn at the slight hint of crisis. 
They have therefore made the stock market prone to greater 
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fluctuations and volatility. To sum up, it may be inferred that 
although portfolio investment does not create employment directly 
though indirectly helps in capital formation. The portfolio 
investment is therefore the most crucial component of the foreign 
capital to be taken care of by the government. In future the 
foreign investment policy should be framed up to attract both 
types of foreign investment. Direct investment should be given 
preference from viewpoint of long term stable growth perspective. 
As it can be directed and guided unlike portfolio investment which 
is instable and unguided. Given the vast middle income group of 
340 million people and strong economic fundamentals, India has 
enormous potential to attract foreign investment. India has world 
class scientific, technical and managerial manpower, cheap and 
abundant labour force and rich natural resources. But foreign 
investors want consistent and transparent economic policies, 
developed infrastructure and political consensus for liberalization. 
Our next generation of reform, as announced by the government, 
should perforce focus on investment policy should be built on our 
inherent strength to attract more foreign investment to the tune 
of $ 10 bin every year instead of $3.8 bin presently invested. 
Tables-3 and 4 furnish summarized comparative statement 
with regard to foreign collaboration approvals (cases involving 
financial and technical, actual inflow of FDI by TNCs in pre and 
post NEP period. The span of post NEP period undertaken is 9 
years i.e. from 1991 to 2000 (up to end February 2000). 
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TabIe-3 
Overall Comparative Statement Showing Impact of Inflow 
of FDI During Pre and Post NEP Period On Economic 
Development of India 
(Percentage) 
Part iculars 
Total Number of Foreign 
Collaborations Approvals 
Amount of Actual Inflow of FDI 
Prc-NEP 
Period 
( 1 9 8 0 - 9 0 ) 
3 0 . 3 1 
4 .16 
Post-NEP 
Period 
( 1 9 9 1 - 2 0 0 0 * ) 
6 9 . 6 9 
95 .84 
l^ote: *Figure for 2000 updated upta 29.02.2000. 
Source: Worked out hy the Research Scholar. 
Table-4 
Impact of Economic Liberalization on FDI Inflow by TNCs 
From Different Countries During Pre and Post-NEP Period 
(Percentage) 
Countr ies 
USA 
UK 
West Germany # 
France 
Japan 
Italy 
Switzerland 
NRI 
Others 
Prc-NEP Period 
( 1 9 8 0 - 9 0 ) 
2 5 . 3 3 
7.09 
17 .15 
3.46 
8.43 
4 .69 
3.17 
8.90 
2 1 . 7 8 
Post-NEP Period 
( 1 9 9 1 - 2 0 0 0 * ) 
3 7 . 4 2 
13 .00 
6 .48 
4 .06 
7.45 
3 .58 
2 .21 
6.46 
19.34 
Note: *Figure for 2000 updated upto 29.02.2000. 
# The amour)t of FDI in Post-NEP period belongs to Germany. 
Source: Worked out by the Research Scholar. 
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A similar span of period, that is, of 9 years starting from 
1981 t o l 9 9 0 has been considered for pre NEP period to the 
make the comparison reasonable and sound for determining the 
impact on Indian economy. It is discernible from the tables that 
the TNCs business activities in the post NEP period under 
reference has been on the rise as compared to pre NEP period 
both in terms of number of foreign collaboration approved and 
actual inflow of foreign direct investment (FDl). 
The study has presented picture as regards the inflow of 
FDI by some selected countries (table-4). Table brings forth that 
alongwith the TNCs from the developed countries, such as USA, 
UK, Germany, France, Japan, Italy, Switzerland great number of 
TNCs from some developing countries, such as, Mauritius, Korea 
and Malaysia have also surfaced on the horizon of foreign 
investment in India during post NEP period. 
The comparative study during pre and post NEP period 
with regard to sector wise inflow of FDI (table-5) reveals that 
during post NEP period the investment of TNCs in India in terms 
of FDI have shown increasing trend in the period under reference. 
Nevertheless the sector, such as, plantation and horticulture, 
manufacturing, machinery and machine tools and chemicals have 
not arrested the attention of the TNCs. The reasons for the same 
may be attributed to the dearth of incentives and liberalization 
measures initiated by the government. The government has 
adopted the protective and restrictive policies in the sectors on 
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account of some internal pressure from domestic companies. The 
steep fall in the foreign direct investment level in machine tools 
and chemical sectors are largely attributed to the fact that in the 
pre NEP period specially during second, third and fourth five year 
plans rapid industrialization took place resulting into large 
imports of machinery and machine tools. At the same time, 
domestic companies also invested largely in the machinery and 
machine tools industry. 
Table-5 
Sec tor -wi se Impact of Inflow of FDI By TNCs In Pre and 
Post-NEP Period 
(Percentage distribution) 
Name of Sector / Industry 
Plantations and Horticulture 
Mining 
Petroleum & Power 
Manufacturing : 
• Food & Beverages 
• Textile Products 
• Machineri^ & Machme Tools 
• Chemicals 
Services (Telecommunication, 
Banking & Finance, Hotel & 
Tourism, Transport, Consul-
tancy and other Services) 
(1980-90) 
6.80 
0.55 
2.00 
86.00 
5.05 
3.45 
24.70 
30.35 
4.65 
(1991-2000*) 
1.39 
1.56 
21.29 
53.88 
6.27 
5.24 
15.89 
18.38 
21.88 
Note: *Figure for 2000 updated upto 29.02.2000. 
Source: Worked out bi) the Research Scholar. 
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The chemical industry in India is strong and viable. This 
industry has very well managed the demand and supply with the 
passage of time. The indigenous corporate sector as well as public 
sector both are present and making headway in terms of increased 
capacity, output and consequently enhanced the earnings. 
However, in this sector also the government has invited the 
participation of TNCs through initiation of enabling policy 
measures. On account of operating efficiency in the domestic 
chemical industries there is an atmosphere of reluctance and 
hesitancy from both the sides, domestic as well as TNCs to enter 
into any short of business arrangements. 
The sectors as mining, petroleum and power and services 
including telecommunication, banking and finance, hotel and 
tourism, transport, consultancy and other services are the 
cynosure of the TNCs for making substantial amount of 
investment in the post NEP period. The reasons for this attraction 
may be attributed to packages of liberalization policies measures 
unleashing many of the controls, restrictions and reservations in 
these sectors and importantly the size of potential consumer 
markets for these products and also the availability of cheap 
technical, professional, skilled and unskilled personnel. Besides, 
the WTO policy of precognized TRIMs has opened up vistas for 
unbridled investment in the service sector besides others 
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9.2 .2 TNC's Technology Transfer, Joint Ventures, Subsidiaries, 
Ms&As and Financial Services and their Impact on Economic 
Development: 
Post NEP performance appraisals of top 25 TNCs from 
different sectors under joint venture arrangement has been 
presented in table-6. Annual average growth rate of sales during 
1991-99 is highest (46.59 per cent ) in Miscellaneous sector, 
followed by Automobiles sector, Food products / personal care 
and Engineering / Electricals. Sales in Miscellaneous sector and 
Automobile sector are high due to large number of joint ventures 
entering in these two sectors. Too many TNCs have come up in 
Automobile industry, which has given wide fillip to overall sales of 
the sector. 
Table provides factual information about annual average 
growth rate of net profit earned by top 25 TNCs of different 
sectors under joint venture arrangement during 1991-99. 
Automobile sector has attained the highest growth rate of 130 .51 
per cent followed by Miscellaneous sector. Engineering / 
Electricals and Food products / Personal care sector. Net profit of 
Automobile sector has shot up due to reduction in cost attributed 
to high technology used by TNCs in overall manufacturing 
process. Profit margin has also gone up due to liberal policy 
adopted by the government. Government policy for rationalized 
tax reduction has resulted in high growth in sales of automobile 
sector. 
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Table-6 
Post-NEP Performance Appraisal of Top 25 TNCs 
(Joint Venture Arrangement) 
Name of the Industry 
SALES 
1. Automobiles 
2. Engineering/Electricals 
3. Food Products/Personal Care 
4. Miscellaneous 
NET PROFIT 
1. Automobiles 
2. Engineering/Electricals 
3. Food Products/Personal Care 
4. Miscellaneous 
EXPORTS 
1. Automobiles 
2. Engineering/Electricals 
3. Food Products/Personal Care 
4. Miscellaneous 
TAX 
1. Automobiles 
2. Engineering/Electricals 
3. Food Products/Personal Care 
4. Miscellaneous 
Annual Average 
Growth Rate (in %) 
1 9 9 1 - 1 9 9 9 
36.45 
22.95 
27.21 
46.59 
130.51 
30.36 
25.05 
53.05 
38.81 
6.64 
-5.79 
42.69 
222.57 
16.34 
19.38 
21.41 
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EPS 
1. Automobiles 
2. Engineerlng/Electricals 
3. Food Products/Personal Care 
4. Miscellaneous 
NET WORTH 
1. Automobiles 
2. Engineering/Electricals 
3. Food Products/Personal Care 
4. Miscellaneous 
93.34 
2.86 
10.36 
42.19 
44.82 
26.58 
21.42 
36.66 
Source: Worked out by the Research Scholar from Appendix-?. 
Incidents of tax paynnent are highest in automobile sector. 
Annual average growth rate in tax payment of Automobile sector 
is accounted to 222 .57 per cent followed by Miscellaneous (21.41 
per cent), Food products / Personal care sector (19.38per cent) 
and Engineering / Electricals sector (16.34per cent) during the 
period under review. 
Annual average growth rate of earning per share is 
highest in Automobile sector i.e. 93 .34 per cent followed by 
42 .19 per cent in miscellaneous sector, 10.36 per cent in Food 
products / Personal care sector. 2 .86 per cent in Engineering / 
Electricals sector during the period under review. High earnings 
per share in Automobile are attributed to high sales. However, 
low earning per share in Engineering sector is attributed mainly to 
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high payment of royalties and other factors to the foreign 
partners . 
Indices of Net Worth have been presented in the table. Net 
worth of 25 TNCs engaged in Automobile sector is the highest 
during the period under reference. Annual average growth rate of 
net worth is highest 44 .82 per cent in Automobile sector followed 
by Miscellaneous sector 3 6 . 6 3 per cent, Engineering / Electrical 
sec tor26 .58 per cent, Food Products / Personal care sector 
21 .42 per cent. TNCs engaged in Automobile Industry are more 
aware about their liquidity position than the TNCs engaged in 
other sectors under reference. 
Performance appraisal of top 25 TNCs under subsidiary 
arrangement during post NEP period has been given in table-7. 
Table presents annual average growth rate of sales, net profit, 
exports , tax, earning per share, and net worth. It is discernible 
from the analysis that growth rate of sales is the highest in 
personal care industry followed by Engineering / Machine tools. 
Pharmaceuticals, Miscellaneous. 
Net Profit Margin of TNCs under reference has registered 
a high growth rate in pharmaceuticals industry accounting for 
128 .70 per cent indicating that the TNCs are able to reduce their 
cost by using sophisticated technology. All other industries under 
reference have performed well to fall in line of globalization and 
liberalization process. On imports front, pharmaceuticals industry 
could not do well because main motive of TNCs in this sector is of 
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Table-7 
Post-NEP Performance Appraisal of Top 25 TNCs 
(Subsidiary Arrangement) 
Name of the Industry 
SALES 
1. Pharmaceutical 
2. Engineering/Machine Tools 
3. Personal Care 
4. Miscellaneous 
NET PROFIT 
1. Pharmaceutical 
2. Engineering/Machine Tools 
3. Personal Care 
4. Miscellaneous 
EXPORTS 
1. Pharmaceutical 
2. Engineering/Machine Tools 
3. Personal Care 
4. Miscellaneous 
TAX 
1. Pharmaceutical 
2. Engineering/Machine Tools 
3. Personal Care 
4. Miscellaneous 
Annual Average Growth 
Rate (in %) 1 9 9 1 - 1 9 9 9 
31.50 
33.23 
51.30 
22.64 
128.70 
46.50 
55.30 
48.89 
13.83 
44.65 
45.13 
19.16 
59.39 
29.73 
59.87 
39.37 
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EPS 
1. Pharmaceutical 
2. Engineer ing/Machine Tools 
3. Personal Care 
4 . Miscellaneous 
NET WORTH 
1. Pharmaceutical 
2. Engineer ing/Machine Tools 
3 . Personal Care 
4. Miscellaneous 
7 6 . 5 4 
4 9 . 3 4 
2 8 . 8 5 
-2 .38 
2 2 . 7 1 
27 .94 
6 1 . 4 3 
3 6 . 1 0 
Source: Worked out and Computed from Appendix-8. 
capturing the Indian market. However other two industries have 
achieved good results. 
• — — , • » 
Tax payment made by TNCs engaged in personal care 
industry is the highest. All industries under reference are fairly 
contributing to the central exchequer of India. Substantial amount 
of tax payments is positive indicia for the growth and 
development of social sector, which the government solely 
finances. 
Annual average growth rate in earnings per share is the 
highest in pharmaceutical industry followed by engineering / 
machine tools. It is lowest to the extent of 2.38 in case of 
miscellaneous industries. Better market penetration and cost 
reduction technology provided by TNCs has given high amount of 
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funds for shareholders to enhance their earnings per share in 
pharmaceuticals industry. 
Table also provides information about Net Worth of 25 
TNCs during 1991-99 . It is fact finding statistic that net worth in 
terms of annual average growth rate has gradually increased over 
a period under review. This trend substantiates the fact that TNCs 
in the wake of globalization and WTO regulations are 
accumulating more fixed assets. The performance appraisal of top 
25 TNCs under merger and acquisition arrangement is made in 
table - 8. The table presents the annual average growth rate of 
sales, net profit, exports, tax, earning per share (EPS) and 
networth of the industries belonging to this arrangement. It is 
discernible from the table that the growth rate is the highest in 
Miscellaneous industries followed by diversified industries, 
Electrical equipment / Electronics. Miscellaneous industries 
receive the highest number of TNCs under merger and acquisition 
arrangement with the annual average growth rate of 4 6 . 0 5 per 
cent during the period under review. 
The growth rate of net profit of TNCs under the 
arrangement is the highest in diversified industry, accounting for 
118 .10 per cent growth rate followed by miscellaneous with 
90 .90 per cent and Electrical equipment / Electronics with 42 .27 
per cent. Net profit of diversified industry has increased due to 
the use of sophisticated and advanced technology, which reduces 
the cost and increases the profit margin. 
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Table-8 
Post-NEP Performance Appraisal of Top 25 TNCs 
(Mergers & Acquisitions Arrangement) 
N a m e of t h e I n d u s t r y 
SALES 
1. Electrical Equipments/Electronics 
2. Diversified 
3 . Miscellaneous 
NET PROFIT 
1. Electrical Equipments/Electronics 
2. Diversified 
3. Miscellaneous 
EXPORTS 
1. Electrical Equipments/Electronics 
2. Diversified 
3 . Miscellaneous 
TAX 
1. Electrical Equipments/Electronics 
2. Diversified 
3 . Miscellaneous 
EPS 
1. Electrical Equipments/Electronics 
2. Diversified 
3 . Miscellaneous 
NET WORTH 
1. Electrical Equipments/Electronics 
2. Diversified 
3 . Miscellaneous 
A n n u a l A v e r a g e G r o w t h 
R a t e ( in %) 1 9 9 1 - 1 9 9 9 
21 .67 
3 3 . 9 2 
4 6 . 0 5 
42 .27 
118 .10 
9 0 . 9 0 
7 8 . 6 9 
3 0 . 2 6 
3 8 . 7 0 
13 .91 
2 7 . 5 1 
3 6 . 7 1 
7 .05 
7 .95 
3 2 . 8 6 
5 7 . 7 4 
6 2 . 0 8 
5 7 . 6 7 
S o u r c e : Worked out by the Research Scholar from Appendix-9 
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In export front, the diversified and miscellaneous industries 
are not upto the mark. As the main motive of the TNCs operating 
in the country under these two sectors is to produce the products 
in the environmental condition of the country and capture the 
domestic market. On the other hand in Electrical equipments / 
Electronics industries the TNCs are producing the finished 
products in larger amount as the cost of production appears to be 
less and it has become easy to export the finished products from 
India. So the export is the highest in Electrical equipments / 
Electronic registering about 78 .69 per cent of growth rate during 
the period under review. 
Incidence of tax payment is the highest in miscellaneous 
industry, showing a fair contribution of tax to the Indian 
government. Diversified industry and Electrical equipment / 
Electronics also contribute fair percentage of annual average rate 
of tax. The annual average growth rate in tax payment in 
miscellaneous industry accounted for 38 .70 per cent followed by 
diversified industry with 27 .51 per cent and Electronic 
equipments / Electronic industry with 13.91 per cent for the 
period under reference. 
Annual average growth rate of Earnings Per Share (EPS) is 
highest in miscellaneous industry, accounting for about 32 .86 per 
cent. While the EPS in diversified industryi and Electronic 
equipment / Electronics are low as compared to Miscellaneous 
industry which accounted for about 7 .95 percent and 7.05 per 
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cent respectively, this decline is due to low profit margin in these 
industry. 
Net Worth of top 25 TNCs in this arrangement shows a 
better performance. The trend shows that TNCs are accumulating 
more fixed assets. The growth rate of Diversified industry 
registers the highest networth accounting for 62 .08 per cent 
followed by Electrical equipments / Electronic, Miscellaneous with 
5 7 . 7 4 per cent and 57 .67 per cent respectively. 
9.2.3 Resources Raised from Capital Market through Euro-
Issues: 
In the recent years, there has been a structured shift in the 
mobilization of funds from the primary capital markets. The shift 
is observed in mode of issues, subscribers to the issues as well as 
the corporates making issues. As shown in table-9, the 1980s or 
the early 1990s , the business sectors are unable to directly draw 
upon the savings of the household sectors. IPOs are replaced by 
private placement of issues. Banks and financial institutions have 
displaced manufacturing corporates and a significant part of the 
fund mobilized is through debt instruments rather than equity. The 
year 1998-99 conforms to this new structure. 
During 1998-99 , funds mobilized by Indian corporates -
domestic as well as international offerings totalled upto Rs. 
5 8 , 2 8 0 crore. This includes funds mobilized through public, rights 
and privately placed issues and offerings by financial and non-
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financial corporates, banks and financial institutions as well as 
mutual fund schemes (excluding UTI-64). During 1997-98, such 
issues were at Rs. 46,658 crore.^ As far as domestic capital 
floatations are concerned, Rs. 40.182 crore worth of issues was 
floated during 1998-99 as against floations worth Rs. 45,554 
crore in the preceding year. 
Table-9 
Resources Raised from Capital Markets Distribution by Issue Type 
Including Overseas, Euro-Issues (1992-1999) 
(Rs. In Crore) 
Domestic 
Public 
Rights 
PPL 
Overseas 
Euro Issue 
Total 
1992-93 
27516 
13486 
12167 
1862 
754 
754 
28270 
1993-94 
39420 
18889 
12909 
7622 
7986 
7986 
47405 
1994-95 
47934 
25011 
11683 
11240 
7883 
7883 
55817 
1995-96 
30583 
18263 
6132 
6188 
2618 
2618 
33202 
1996-97 
28697 
15862 
2658 
10177 
5679 
5679 
34376 
1997-98 
45554 
12191 
2003 
31360 
1103 
1103 
40058 
1998-99 
40182 
13808 
3580 
22794 
18099 
18099 
58280 
Source: Monthl\; Review of the Indian Economii, Centre for Monitoring Indian Economi;, 
March-April 1999, p. 101. 
Table-10 reveals that the private placement of issues 
continued to be the most favoured route of corporates for raising 
funds in 1998-99. Nearly three-fifth of the funds mobilization 
during 1998-99 was through private placement. At Rs. 13,808 
crore, public issues accounted for a little over one-third of the 
total floations. This is in stark contrast to the period of early 
1990s or prior to it when more than a half of the fund 
mobilization was through public issues. Compelled to adhere to 
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capital adequacy norms during past five years, banks have 
mobilized more than Rs. 10 ,000 crore. During 1998-99 alone, 
banks raised Rs. 4 , 0 5 3 crore. Similarly, development financial 
institutions are also sourcing their funds requirement through 
direct offerings in the primary capital market. Total fund 
mobilized by these DFIs was Rs. 13 ,917 crore in 1998-99 as 
against Rs. 10 ,270 crore in 1997-98 and Rs. 5 ,834 crore in 
1996-97 . 
With corporatization of departmental activities of state 
governments, many newly formed state government agencies like 
Krishna Jala Bhagya Nigam or Maharashtra State Road 
Development Corporate raised substantial amount from the 
primary capital market. 1998-99 also saw issues from local 
municipal bodies like Ahmedabad Municipal Corporation. But 
SIDCs also combined floatations through these issues were Rs. 
6 ,095 crore during 1998-99 . While banks, financial institutions, 
state government agency dominated the primary capital market, 
floatations from manufacturing corporate plummeted. These 
issues which had accounted for 65 per cent in 1992-93 and 58 
per cent in 1993-94 accounted for only 15 per cent in 1998-99. 
The share of services sectors (mainly financial services rose 
sharply from 33 per cent in 1992-93 to 76 per cent in 1998-99.^ 
During 1998-99 , Rs. 3 ,758 crore was raised by banks to 
meet their capital adequacy ratio of eight per cent, of which Rs. 
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371 crore was raised through Tier I capital and remaining Rs. 
3,387 crore through Tier II capital (subordinated debt instrument). 
Table-10 
Resources Raised from Domestic Capital Markets 
Distribution by Owners Including Foreign Private Sector 
( 1 9 9 2 - 1 9 9 9 ) 
(Rs. In Crore) 
Government 
Central Govemmert 
Commercial Enterprises 
Statutory bodies-central 
Gowrnment state 
Commercial enterprises 
Statutory bodies-stale 
Stale electricity boards 
Private sector 
Indian private sector 
Top 50 Business Houses 
Tata group 
Biria group 
Reliance group (AmbanI) 
Thapar group 
Larsen & Toubro group 
Foreign Private Sector 
T o t a l 
1992-93 
8083 
8083 
8083 
0 
0 
0 
0 
0 
19432 
18533 
10260 
1351 
1731 
1120 
529 
0 
899 
27516 
1993-94 
17739 
17382 
17317 
65 
357 
0 
357 
0 
21681 
19258 
8666 
589 
1250 
2749 
320 
0 
2423 
39420 
1994-95 
13234 
13004 
13004 
0 
230 
230 
0 
0 
34700 
33240 
12392 
984 
457 
1658 
307 
0 
1460 
47934 
1995-96 
13412 
1261S 
12515 
100 
797 
296 
500 
0 
17171 
16410 
3822 
192 
759 
274 
102 
0 
761 
30583 
1996-97 
17202 
15994 
15844 
150 
1209 
0 
1209 
0 
11495 
9663 
3111 
1158 
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4 
2 
500 
1832 
28697 
1997-98 
29692 
24021 
23621 
400 
5321 
326 
2816 
1172 
15862 
13186 
9353 
812 
2404 
4276 
47 
250 
2676 
45554 
1998-99 
29769 
24614 
23653 
962 
5155 
825 
3980 
2115 
10412 
9072 
6110 
580 
432 
4075 
166 
230 
1340 
40182 
Source. Monthi^) Review of the Indian Economy, Centre for Monitoring Indian Economii, 
March-April 1999, p. 103. 
Total funds raised through debt issues in the domestic 
market rose to Rs. 30,146 crore as compared with Rs. 29,719 
crore in the preceding year. This was mainly due to public and 
private placement offering by financial institutions and banks. 
After raising more than Rs. 75,000 crore in three years-1992-93 
to 1994-95, private sector corporates could not raise funds of 
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similar magnitude. The private corporate sector 's poor record in 
utilization of funds raised continues to haunt. In 1998-99 , private 
corporates could raise only Rs. 10 ,412 crore accounting for 26 
per cent of the total issues. This is also largely due to Rs. 4 ,075 
crore floations by Reliance group alone. 
On the international offerings front also performance of 
Indian corporates was lackluster. After raising more than Rs. 
2 5 , 0 0 0 crore in the recent past through series of issues of GDR / 
ADR / ECBs, except the landmark issue of Infosys Technologies 
not a single private sector corporate made any issue in the 
international market during 1998-99 . The Rs. 17 ,800 crore 
Resurgent India Bond issue by State Bank of India in August 1998 
was more of a political issue than a business issue.^ 
9.2.4 Foreign Institutional Investors and Indian Economi;: 
Foreign Institutional Investors remained net buyers for the 
fifty consecutive months till March 1999. The net amount 
invested during March 1999 is Rs. 277 crore. In fiscal year of 
1998-99 , the net FIIs Investment, however show a net outflow of 
Rs. 1,584.6 crore. Unlike other months in 1998-99 , (table-11) 
there was a higher weightage given to debt instruments in March 
1999 . Only 45 per cent of the net investment were in equity. 
Over the year, however, equity investments formed more than 88 
per cent of there net investment. One reason for taking a higher 
exposure in debt instrument was to lock in a part of the money at 
higher interest rates in a falling market. Secondly the investments 
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made for one month in this fiscal year would entitle them to gain 
indexation benefit for the full year. 
Table-11 
Trends in FII Investment 
Year 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998 99 
Purchase Sales Net 
(Bs. In Crore) 
5592.7 
7631.1 
9693.5 
15457.7 
16679.0 
16115.0 
466.5 
2834.6 
2751.7 
6973.6 
11802.2 
17699.5 
5126,5 
4796.3 
6942.0 
8484.2 
4876.7 
-1584.4 
Cumulative 
Investment 
(US$ MiUion) 
1638.3 
3166.6 
5202.3 
7609.2 
9249.8 
8898.0 
Source: Monthly Review of the Indian Economy, Centre for Monitoring Indian Economy, 
March-Aprlll999, p. 117. 
During 1998-99 , resource mobilization through initial 
public offering by mutual funds was much lower at to Rs. 6,100 
crore as compared with Rs. 9 ,370 crore raised in 1997-98 . Of 
these, 90 per cent of the floations were from public sector mutual 
funds, Rs. 281 crore by private sector promoted mutual funds and 
the balance through foreign mutual funds. Mutual fund industry 
has remained in doldrums for a quite long period and received a 
major setback after UTl fiasco. Union Budget - 2000 has 
provided new lease of life to this industry. The marketman and 
investors have responded positively to these proposals in general 
(table-12). 
Table-13 reveals certain broad differences in equity 
structure across the groups. Companies belonging to private 
business houses have significantly higher equity participation by 
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Table-12 
Mutual Fund Floatation: Distribution by Ownership 
Including Foreign Private Sector (1993 -99 ) 
(Rs. In Crore) 
Government 
Private sector 
Indian Private 
Sector 
Foreign 
Private Sector 
Total 
1993-94 
5779.07 
1235.10 
327.32 
907.78 
7014.17 
1994-95 
8535.87 
808.11 
707.82 
100.29 
9343.98 
1995-96 
2671.94 
794.15 
787.53 
6.62 
3466.09 
1996-97 
3215.57 
1031.11 
590.99 
440.12 
•^246.68 
1997-98 
8383.15 
987.61 
976.36 
11.25 
9370.76 
1998-99 
5527.24 
581.85 
281.13 
300.72 
6109.09 
Source^. Monthly Review of the Indian Economy, Centre for Monitoring Indian Economy, 
March-April 1999, p. 118.. 
Table-13 
Pattern of Equity Ownership in Different Types of 
Companies Including TNCs 
Type of company 
Private Companies belonging to 
business houses 
Private stand-alone companies 
Foreign companies belonging to 
business houses 
Foreign slnnd alone rompantes 
All 
Mean equity holding by (%) 
Director* and 
relative* 
8.1 
21.6 
0.8 
2.8 
15.7 
Corporate 
bodies 
33.8 
18.5 
18.3 
13.8 
23.8 
Foreign 
9.2 
7.2 
42.0 
43.3 
9.9 
Financial 
institution* 
4.2 
3.1 
4.3 
1.7 
3.5 
Institutional 
investors 
10.2 
3.1 
12.2 
8.4 
6.1 
Public 
34.5 
46.5 
22.4 
30.0 
41.0 
Source: India Development Report, 1998-1999, p. 206.. 
financial institutions and institutional investors than stand-alone. 
This difference is particularly pronounced with respect to 
institutional investors. Second, domestic companies have a much 
higher holding by directors and relative compared to foreign 
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companies. Within domestic companies, the share of directors and 
relatives in stand-alone companies (22 per cent) is almost three 
times the share in companies belonging to business houses (8 per 
cent). However, companies belonging to the latter group have a 
significantly higher holding by corporate bodies (34 per cent) 
compared to stand-alones companies (19 per cent). If we look at 
the sum of holdings by directors and relatives and by corporate 
bodies, then this share is remarkably similar in domestic stand-
alone companies and group companies. Since for group 
companies, a significant proportion of the holdings by corporate 
bodies may be holdings by other group companies, the extent of 
total insider control in these companies may be very similar to 
that in domestic stand-alone companies. The relatively low 
holdings by directors and relatives but higher corporate holdings 
as compared to the overall average probably reflects the fact that 
most business houses had developed as complex webs of 
companies and cross-shareholdings to take advantage of various 
government incentives to encourage industrial growth. This has 
left them with small, yet controlling, stakes in-group companies. 
As expected, foreign companies, both stand-alones and group 
companies, have more than 40 per cent of their equity owned by 
foreign bodies. In domestic companies, the share of foreign 
bodies is less than 10 per cent, being slightly higher in-group 
companies (9 per cent) compared to that in stand-alones (7 per 
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cent). Finally, ownership of equity of stand-alones, both Indian 
and foreign, is much more diffused than that of business houses. 
The above analysis of the equity holding pattern of Indian 
corporates reveals that the nature of equity holding as well as 
identity of the largest equity holder very significantly across the 
different groups. While for domestic group companies, corporate 
bodies emerge as the single institutional investors, for domestic 
stand-alone companies, directors and relatives appear to be the 
most dominant group, followed by holdings by corporate bodies. 
For foreign companies, foreign bodies obviously emerge as the 
single most dominant group followed by holdings by corporate 
bodies. 
9 . 3 Impact of Transnat ional Corporat ions (TNCs) On 
Indian Economy: Macro Analys i s : 
9.3.1 Selected Indicators of Growth of Economy-GDP Growth 
Rate, Gross Domestic Capital Formatior\ and Gross Dorr\estic 
Savings and Investments as per cent of GDP: 
In the following paragraphs, macro parameters of 
appraising impact of transnational corporations operating in 
Indian economy is critically examined. The macro parameters 
include GDP growth, growth rate of value added in industry and 
services, exchange rate vis-a-vis hot currencies of the world, 
relationship between price indices and inflation rate, gross 
domestic savings and investment rate, foreign exchange reserves 
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trends and import cover of reserves, foreign trade, Balance of 
Payments (BoPs), Debt service ratio and employment trends. An 
analysis with regard to the performance of foreign banks in India 
has also been made to assess their impact on Indian economy 
during post-NEP period. 
The data set out in table-14 provides a detailed account of 
macro level economic indicators of growth of Indian economy. It 
is discernible from the table that GDP at factor cost at current 
prices was Rs. 8979 crore in 1950-57, which rose to Rs. 
1612383 crore in 1998-99. Whereas at constant prices, the 
GDP at factor cost was Rs. 42871 crore in 1950-51, which rose 
to Rs. 1081834 crore in 1998-99. It is worth noting that the 
growth of GDR at factor cost- at current and constant prices 
both is spectacular. Per Capita Net National Product at constant 
price also registers increasing trend during the period under 
reference. Index of industrial production, base being 1993-94 
also follow the similar rising trend as that of Per Capita Net 
National Product. Gross Domestic Capital Formation as per cent 
of GDP and Gross Domestic Savings as per cent of GDP reveal 
upward trend upto year 1990-91 and became constant during the 
remaining period under review. 
On the whole, the table has revealed that the trend in the 
GDP growth rate, index of industrial production, gross domestic 
capital formation and gross domestic savings as percent of GDP 
since independence. It is clearly noticeable from the table that 
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after the adoption of NEP through various reform packages, 
there has been overall improvement and recovery in the macro-
stabilization indicators. 
The Indian economy has grown by almost 4.5 per cent per 
annum on a long-term basis in the second phase of the twentieth 
century. Growth picked up to about 5.3 per cent in 1992-93 
(Table-15). This somewhat higher, though below potential growth 
could not be sustained without creating major macro economic 
strains because of serious problems in financing it. It led to a 
severe balance of payments crisis in 1991 calling for 
stabilization measures. Simultaneously, it was also realized that 
the development strategy followed till then needed large-scale 
changes. As a result, wide-ranging reform measures were 
initiated in 1991.^ 
Table-15 
Annual Growth Rates of GDP and Major Sectors in the Economy 
( 1 9 5 1 - 1 9 9 9 ) 
(per cent) 
Year 
1951-81 
1982-90 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
GDP 
OS 
3.7 
5.6 
0.8 
5.3 
6.0 
7.2 
7.8 
7.5 
-
NS 
-
7.8 
7.6 
7.8 
5.0 
5.8 
Agriculture 
OS 
2.6 
3.4 
•2.3 
6.1 
3.6 
4.6 
-2.5 
7.9 
-
NS 
-
-
-
5.4 
0.2 
9.8 
-1.0 
5.3 
Industry 
OS 
5.3 
7.2 
-1.3 
4.2 
6.8 
9.4 
13.3 
6.4 
-
NS 
-
-
-
-
9.3 
12.2 
6.0 
5.9 
4.7 
Service 
OS 
4.4 
6.7 
4.9 
5.5 
7.3 
7.5 
11.1 
8.1 
NS 
-
-
-
-
8.5 
9.8 
8.0 
8.2 
6.7 
Note : OS = Old Series; T^S = New Series 
Source: Con)pi}ed from National Accounts Statistics of India, 1950-51 to 1996-97 
and Indian Economic Survey, 1998-99. 
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While the basic institutional framework followed after 
Independence was a mixed economy with coexistence of both 
public and private sectors, a pivotal role was assigned to the 
planning process. The state machinery controlled the sectoral 
resource allocation through the instruments of industrial 
licensing and import permits. Public investment itself played a 
dominant role in the industrial sector. Domestic industries were 
protected through quotas and high tariffs of well over 100 per 
cent in several sectors. Industrial development took place in the 
environment in which industrial licensing prevented domestic 
competition and trade barriers prevented competition from 
imports. A more market friendly system was put in place after 
the initiation of reforms in 1 9 9 1 . Except for a few strategic 
industries, the license system for establishment and capacity 
expansion was abolished. International trade was liberalized to 
promote competition and efficiency by removing almost all the 
import quotas (except on consumer goods) and reducing tariff 
rates to moderate levels. Foreign investment was promoted to 
modernize technology and take advantage of the global division 
of labour . ' 
The notable feature of the growth process, both in terms of 
acceleration and deceleration during the 1990s , is the primary 
role-played by the industrial sector. The easing of constraints 
from 1991 is to steady increase in industrial growth. However, it 
has sharply decelerated from 12 per cent in 1995-96 to 6 per 
339 
cent or less in 1996-97 . There was no evidence of a revival till 
the end of 1998 . In terms of composition, the variations in 
industrial growth are primarily dominated by changes in 
manufacturing growth rate, with electricity and mining showing a 
relatively stable growth pat tern. Further, use-based classification 
scheme indicates that basic and intermediate goods have shown 
steady growth during first half of the 1990s . Capital goods and 
consumer durable on the other hand, have shown a remarkable 
turnaround in the revival phase with growth rates increasing 
from -0.1 per cent and -0.7 per cent in 1992-93 to 17.9 per 
cent and 36 .1 per cent in 1995-96 respectively. There has, 
however, been a sharp fall in the growth rates in these industries 
after 1995-96 . The recent slowdown in the overall industrial 
growth seems to be marked by a general deceleration running 
across most of the constituent industries. For example, 10 out of 
17 two-digit industries have shown a growth rate of less than 5 
per cent during 1996-97 and 1997-98 . There has also been a 
decline in the growth of the composite index of infrastructure 
sectors-consisting of electricity, coal, saleable steel, cement, 
crude, and petroleum products-from 11.9 per cent in 1996-7 to 
4.7 per cent in 1997-98 . This decline has mainly come from the 
steel, petroleum, and coal industries, with cement and electricity 
showing some of resilience. 
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9.3.2 Value Added in Industry and Services: 
Table-16 presents data with regard to growth rate of value 
added in industry and services in the post-NEP period i.e. from 
1993 to 2 0 0 0 . Table reveals that the growth rate of value added 
in industry per annum is on downward trend i.e. from 9.3 
percent in 1994 , it has declined to 4 per cent in 1999 , almost a 
decline of 5.3 per cent. On the other hand, the growth rate of 
value added in services per annum is also on the decline. 
However, the rate of decline in services is slower than that of 
industry. The projection for the year 2000 in both the sectors 
i.e. industry and services is shown at higher rate (growth rate of 
value added to 6 per cent and 8 per cent respectively) as 
compared to the previous year i.e. 1999 . 
Table-16 
Growth Rates of Value Added in Industry and Services 
(% Per Annum) 
P a r a m e t e r s 
Growth Rate of Value 
Added In Industry 
Growth Rate of Value 
Added In Services 
1993 1994 
9.3 
8.5 
1995 
12.2 
9.8 
1996 
6.0 
8.0 
1997 
5.9 
8.2 
1998 
4.9 
6.5 
1999 
4.0 
6.5 
2000* 
6.0 
8.0 
Note: * Data for the Year 2000 are projected. 
Source: Compiled by the Research Scholar form Asian Development Outlook, 1999. 
9.3.3 Exchange Rate of Rupee vis-a-uis International Hot 
Currencies: 
The exchange rate of rupee vis-a-vis US $, Pound Sterling 
and Yen has been shown in table-17 since 1980-81 onward till 
1998-99 .The exchange rate of rupee against US dollar was 
7 .909 , 1 8 . 5 0 4 against Pound Sterling and 0 .037 against Yen of 
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Japan in 1980-80 which rose to Rs. 42.07 US dollar, 69.55 
Pound Sterling and 0.331 Yen in 1998-99, respectively. The 
appreciation in exchange rate against these currencies under 
reference has mainly risen substantially from 1990-91. In other 
words, it may be said that the international value of rupee has 
steeply declined so much so that a US dollar, is worth Rs. 
42.071 a Pound Sterling 69.5 and a Yen 0.33 respectively in 
the year 1998-99 almost more than nearly two and a half of the 
level of 1990-91. The fall in the value of rupee results in an 
increase in the burden of international debt. On the other hand 
it also adversely affects the confidence of foreign investors. The 
reform process initiated in July 1991 seems to have failed in 
stabilizing the Rupee exchange rate. 
Tablc-17 
Exchange Rate of Rupees vis-a-vis Selected Currencies of the World 
(From 1980 to 1999) 
(% Per Annum) 
Year 
1980-81 
1990-91 
1991-92 
1992-93 
1993-94 
199495 
1995-96 
1996-97 
1997-98 
1998-99 
US DoUor 
7.909 
17.943 
24.474 
30.649 
31.366 
31.399 
33.450 
35.500 
37.165 
42.071 
Pound sterling 
18.504 
33.193 
42.515 
51.686 
47.206 
48.821 
52.353 
56.365 
61.024 
69.551 
Yen 
0.037 
0.128 
0.185 
0.246 
0.291 
0.316 
0.348 
0.316 
0.303 
0.331 
Source-. Annual Report, RBI (Various Issues) 
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Table-18 shows the relationship between the price indices and 
inflation rate in the country since 1970 . It is discernible from 
the table that during the post reform period the wholesale price 
index (WPl) (1981-82 = 100) has been showing upward trend 
except one-year i.e. 1994 -95 . However, the increase in price is 
higher than the increase in WPI during the period under 
reference except few years i.e. 1993-94 and 1994-95 . However 
in 1 9 9 5 - 9 6 , 1996-97 and 1997-98 the price rise has slowed 
down again to go up to 7 per cent in 1998-99 (provisional). 
Table-18 
Price Indices and Control of Inflation 
(From 1 9 7 1 to 1 9 9 9 ) 
Year 
1971-72 
1980-81 
1990-91 
1994-95 
1995-96 
1996-97 
1997 98 
199899 
WPI (All 
commodities) 
105.6 
256.2 
182.7 
274.7 
295.8 
314.6 
329.8 
350.5 
Index of 
Manufactured 
product 
109.5 
270.6 
182.8 
268.8 
293.1 
305.0 
317..'i 
330.1 
Index of 
Agricultural 
products 
100.4 
210.5 
198.3 
307.7 
330.5 
358.4 
370.0 
413.7 
CPl (all India average) 
Industrial 
WoAers 
39 
81 
193 
284 
313 
342 
3f)f) 
Agricultural 
labourers 
196 
395 
803 
1247 
1381 
256 
264 
Inflation 
Rate in % 
NA 
NA 
10.3 
10.9 
7.7 
6.4 
4.8 
6.8 
l^ote: WPI: Wholesale Price Indices; CPl. Consumer Price Indices 
Source: Corr)piled from Indian Economic Survey (Various Issues). 
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9.3.4 Price Indices and Control of Inflation: 
The impact of inflation on the common man is measured by 
the consumer price index (CPI). Comparable figures of rise of 
CPI for industrial workers during the period under reference 
reveal that CPI for industrial workers has been rising more or 
less in the range of about 10 per cent per annum. Similarly, the 
consumer price index for agricultural labourers (CPIAL) which is 
more comprehensive index to measure the welfare of rural 
workers has shown an average rise of over 10 per cent during 
the period under review. It clearly implies that there has been 
some kind of mixed result with regard to control of inflation 
despite the achievement of high growtn of rate of GDP pointing 
towards serious welfare measures.^ 
Table-19 presents statistics as regards the long-run growth 
rate of real GDP in India since independence. Table reveals that 
the annual average growth rate of real GDP during reform period 
was around 5-3 per cent, which is more or less the same as the 
long run growth of economy in 80 ' s . Like GDP growth rate, 
savings and investments rates also initially fell before recovering 
to their pre reform levels (Table-20). The average growth rate of 
real GDP during the per iod-1992-99 was about 5-3 per cent, 
which is lower than 1986-91 at 6.3 per cent. 
344 
Table- 19 
Long-Run Growth Performance of the Indian Economy 
Period 
1 9 5 1 - 5 2 to 
5 5 - 5 6 
1 9 5 6 - 5 7 to 
6 0 - 6 1 
1 9 6 1 - 6 2 to 
6 5 - 6 6 
1 9 6 6 - 6 7 to 
70 -71 
1 9 7 1 - 7 2 to 
75 -76 
1 9 7 6 - 7 7 to 
8 0 - 8 1 
1 9 8 1 - 8 2 to 
8 5 - 8 6 
1 9 8 6 - 8 7 to 
9 0 - 9 1 
1 9 9 1 - 9 2 to 
9 5 - 9 6 
1 9 9 5 - 9 6 to 
96 -97 
1 9 9 6 - 9 7 to 
9 7 - 9 8 
1 9 9 8 - 9 9 
{A 
Real GDP 
growth 
rate 
3.60 
4 . 2 8 
2 .84 
4 . 6 4 
3 .10 
3 .24 
5 .06 
6 .30 
5 .28 
6 .82 
6 . 7 8 
5.8 
average An nual Rate) 
Gross Domestic 
Saving 
rate 
9 .90 
1 1 . 7 2 
13 .22 
14 .36 
1 7 . 2 8 
2 1 . 6 6 
19 .14 
2 1 . 5 4 
2 3 . 7 0 
2 4 . 4 0 
2 4 . 7 0 
2 2 . 3 8 
Investment 
rate 
1 0 . 2 8 
14 .50 
15 .46 
1 5 . 9 8 
17 .88 
2 1 . 5 6 
2 0 . 7 6 
2 4 . 2 2 
2 4 . 8 8 
2 5 . 7 7 
2 4 . 8 2 
2 5 . 2 
Current 
Account 
deficit 
0 . 3 8 
2 . 7 8 
2 .24 
1.62 
0 .60 
-0 .10 
1.62 
2 . 6 8 
1.18 
1.37 
1.72 
1.83 
Incremental 
Capital 
Output 
Ratio 
2.86 
3 .39 
5 .44 
3 .44 
5 .76 
4 .26 
3 .30 
4 .59 
4 .71 
3 .78 
3.66 
4 .35 
Note: 
1. Growth rates are based on real GDP of factor cost at 1980-81 
prices. 
2. Rates of saving, investment and current account deficit are 
percentages of GDP of national prices. 
3. Incremental capital output ratio (IGOR) has been calculated as a 
ratio of GDP growth to rate of gross domestic investment. 
Source : 
a) Reproduction from S.R. Hashim: "Economic Growth and Stability 
of Income Distribution in the Indian Development Experience", 
Special lecture of the Amrit Jubilee Conference of the Indian 
Economic Association of Hyderabad, December 1997. 
b) Data for 1996-97 onwards have been compiled by the Research 
Scholar from the Economic Survey, 1999-2000. 
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Tablc-20 
Gross Domestic Savings and Investments (As per cent of GDP) 
(From 1950 to 1999) 
Year 
1950-51 
1960-61 
1965-66 
1970-71 
1975-76 
1980-81 
1985-86 
1990-91 
1991-92 
1992 93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Household 
Sector 
7.7 
8.4 
9.9 
11.3 
13.4 
16.1 
14.6 
20.5 
17.7 
17.7 
18.9 
19.2 
10.5 
18.8 
19.3 
18.5 
Gross Domestic Saving 
Private 
Corporate 
1.0 
1.7 
1.5 
1.5 
1.3 
1.7 
2.0 
2.8 
2.2 
2.8 
3.6 
3.9 
4.1 
4.3 
4.7 
3.8 
Pubfa'c 
1.6 
2.6 
3.1 
3.1 
4.2 
3.4 
3.2 
1.0 
1.9 
1.5 
0.6 
1.8 
1.8 
1.5 
1.4 
Total 
10.4 
12.7 
14.5 
15.7 
19.0 
21.2 
19.8 
24.3 
22.8 
22.1 
23.1 
24.9 
25.6 
24.6 
24.0 
22.3 
Gross Domestic Investment 
Private 
8.3 
8.9 
8.5 
10.6 
11.2 
12.3 
13.0 
15.5 
13.5 
15.1 
13.1 
15.2 
18.1 
16.5 
16.4 
17.0 
Public 
2.8 
7.0 
8.5 
6.5 
9.6 
8.7 
12.3 
9.7 
9.2 
8.9 
8.6 
8.8 
8.2 
7.4 
7.8 
8.2 
Total 
10.2 
15.7 
16.8 
16.6 
18.8 
22.7 
22.2 
27.7 
23.4 
24.0 
23.6 
26.0 
27.4 
25.7 
24.8 
25.2 
Source-. Compiled from Indian Economic Survey;, 1996-97 and 1998-99. 
As a result of Incremental Capital Output Ratio (ICOR) 
which measures the productivity of capital, turns out to be higher 
during the reform phase (Table-19). It clearly implies that these 
are no perceptible impact of reform in the productivity of 
capital, till 1995-96 . However from 1996-97 onward COR shows 
declining trend on account of the fact that public investment rate 
as a ratio to GDP) declined and private rate investment rate 
increased in the last couple of years under reference. This is 
good sign for improvement in the productivity of capital. 
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9.3.5 Macro Indicators of Stabilizatior): -
The annual growth rate of real GDP during the 90 ' s along 
with other macro stabilization indicators i.e. inflation rate , fiscal 
deficit rate and foreign exchange are given in tab le -21 . From the 
table, it is clearly perceptible that there is a drastic cut in the 
gross fiscal deficit. The total gross fiscal deficit of both centre 
and states maintained stable rate except the first year of reform. 
Tablc-21 
Macro Indicators of Stabi l i zat ion 
(From 1 9 9 0 to 2 0 0 0 ) 
Year 
1990-91 
1991-92 
1992 91 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
Real GDP 
Growth 
5,4 
0,8 
5,3 
6.0 
7.2 
7.1 
6.8 
6.7 
6.9 
Total Gross 
Fiscal Deficit 
10,0 
7.43 
7.42 
8.76 
7.51 
7.07 
6.98 
5.05 
5.10 
4,10 
Current A/c 
DeRdt % of 
GDP 
3,2 
0.4 
1.8 
0.4 
1.1 
1.8 
1.0 
1,4 
1.0 
1.5 
Foreign 
Exchange 
Reserves 
2.24 
5.63 
6.43 
15.07 
20.81 
17.04 
26.44 
26.89 
2r.l0 
Inflation Rate 
(%) 
10.3 
13,6 
10,1 
8.4 
10.9 
7.7 
6.4 
4.8 
6.8 
2,7 
Import Cover of 
Reserves 
2,7 
5,6 
5,1 
8.6 
8.5 
6.1 
6,5 
6,9 
8,2 
7.9 
Source. Compiled from Indian Economic Survei; (various issues). 
The average inflation rate during the reform phase has 
been fairly high almost 10 per cent per annum. However it 
gradually declined to single digit. Two factors may be attributed 
to inflation rate being relatively high during 90 ' s ; first steep 
links in procurement and support prices of agricultural products 
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and rupee depreciation since 1 9 9 1 . These factors probably 
contributed as much as money supply in maintaining high 
inflation rate during the 90 ' s 
On the positive side, the reform improved the current 
account balance and foreign exchange situation (Table-21). The 
current account deficit declined significantly to an average of 1.2 
per cent in the post reform period. The trade balance has also 
improved, but not as much as current balance. Exports / imports 
ratio has improved spectacularly and by mid 90 ' s exports 
financed nearly 90 per cent of imports against 50-60 per cent 
during the 80 ' s . 
The depreciation of rupee together with various other 
reforms in external transactions has made a remarkable change 
in the foreign exchange situation. Although the volume of 
imports has increased after the deregulation of trade and the 
exchange rate, the foreign exchange stock increased even faster. 
As a result, the import cover of foreign reserves has improved 
significantly during the period under review. 
9.3.6 Direct and Indirect Taxes: 
Table-22 shows the evolution of tax shares in the Indian 
economy during the period 1950-51 - 1995-96 . The share of 
direct taxes fell sharply and reached a nadir in 1991-92 . It has 
picked up a bit since 1995-96 but was only about half its level in 
1950-51.Within direct taxes, the share of income taxes has 
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fallen and is low, and the share of corporate taxes has risen by 
about 50 per cent from its 1950-51 level. 
Table-22 
Share of Direct and Indirect Taxef^in Total Tax Revenues 
of Centre , S t a t e s and Union Terri tor ies 
(From 1 9 5 0 to 1 9 9 6 ) 
(Percentages) 
Taxes / Years 
Direct Taxes 
o r which : 
Corporation tax 
Income tax 
Wealth Tax 
Indirect Taxes 
Of which : 
Customs 
Union excise 
LXities 
States sales tax 
19S(M1 
35.79 
6.28 
21.37 
0 
63.21 
25.08 
10.78 
9,63 
196S-70 
23.3 
9.18 
9.79 
0.34 
76.70 
14.64 
33.42 
15.26 
1975-80 
19.87 
8.17 
8.66 
0.41 
80.13 
14.24 
34.15 
18,79 
1965-90 
14.09 
6.34 
6.03 
0.26 
85.91 
23.21 
29.0 
20.38 
1990-91 
13.9 
6.08 
6.10 
0.26 
86.02 
23.50 
27.90 
20.70 
1991-92 
16.1 
17.9 
6.50 
0.30 
83,80 
21,50 
27.24 
20.88 
1992-93 
16.9 
7.79 
6.90 
0.40 
83.01 
20,80 
27,00 
21.00 
1993-94 
17.8 
8.2 
7,4 
0.12 
82.1 
18.1 
26.0 
23.7 
1995-96 
19,4 
9.30 
8.10 
0.05 
80.5 
17.8 
25,9 
20,9 
Source: Compiled from Public Finance Statistics (various issues). 
As far as commodity taxes are concerned, their share went 
up form 6 3 . 2 1 per cent in 1950-51 to 85 .91 per cent in 1985-
90.This fell slightly to 80 .5 per cent in 1985-96 . Within 
commodity taxes, the share of union excise duties rose sharply 
from 10 .78 per cent in 1950-51 to 3 4 . 1 5 per cent in 1975-80 
and was slightly lower at 25 .9 per oent in 1995-96 . As if to 
partly compensate for this, the share of state sales taxes has 
been rising almost continuously from 9 .63 per cent in 1950-51 
to 20 .9 per cent in 1995-96 . The share of customs duties fell 
from 2 5 . 0 8 per cent in 1950-51 to 14 .24 per cent in 1975-80 
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during the heydays of self-sufficiency. It has increased in the 
1980s and 1990s.^ 
This account does not present a flattering picture of Indian 
tax policy. The drop in the share of direct taxes and the high 
sliare of commodity taxes indicate an inappropria te tax mix. 
Within direct taxation the shift to corporate taxes is unwelcome 
and indicative of the difficulties the authorities are facing in 
collecting income taxes. It is much harder to evade corporate tax 
than income taxes. The small drop in union excise duty shares 
and the concomitant large rise in state sales tax shares imply 
that the states are responding to budgetary problems, at least 
partly, by increasing sales taxation-thus adding to the 
distortionary burden of overall commodity taxation. It seems a 
harsh thing to say, but Indian probably had a better tax mix at 
the dawn of Independence than it now does. The tax structure in 
India is not in conformity with some basic tenets of tax reform 
theory. 
9.3.7 Exports, Imports and Trade Balance: 
To be sure there have been some changes since the tax 
reforms began in 1 9 9 1 . These would include the marginal 
income tax rates at the top. Table - 23 provides statistics with 
regard to exports , imports and trade balance during 1950-51-
1999 -2000 . Table reveals that there is an upward trend in 
exports during post-NEP period. Whereas on the other hand, the 
import performance has been mixed one. The scanning of data 
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further reveals that the efforts of export promoters were more 
than nulUfied by the policy of import liberalization. The trade 
gap narrowed down only in those years in which import growth 
was restricted but export promotion was accelerated. However, 
the trade has got enlarged due to a policy of import 
liberalization. 
Table-23 
Exports, Imports and Trade Balance 
(From 1950-51 to 1999-2000) 
(Rs crore) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1990-91 
1991-92 
1992-93 
1993-94 
994-95 
1995-96 
1996-97 
1997-98 
1998-99 
19992000(K') 
Exports 
Including re-
exports 
Rs 
Crofe 
606 
642 
1535 
6711 
32553 
44041 
536S8 
69751 
82674 
106353 
118817 
130101 
141604 
118638 
USSM 
1269 
1346 
2031 
8486 
18143 
17865 
18537 
22238 
26330 
31797 
33470 
35006 
33659 
27419 
Imports 
Rs 
Crore 
606 
1122 
1634 
12548 
43198 
47851 
63375 
73101 
89971 
122678 
136920 
154176 
176099 
149087 
USSM. 
1273 
2353 
2162 
15869 
24075 
19411 
21882 
23306 
28654 
36678 
39133 
41484 
41858 
34458 
Trade Balance 
Rs 
Crore 
-2 
-480 
-99 
-5838 
-10645 
-3810 
-9687 
-3350 
-7297 
-16325 
-20103 
•24075 
-34495 
-30449 
USSM. 
-4 
•1007 
•131 
•7383 
-5932 
•1546 
•3345 
•1068 
•2324 
•4061 
•5663 
-6478 
•8199 
-7039 
Rate of change 
Export 
24.9 
0.3 
8.6 
4.6 
17,8 
35.3 
21.9 
29.9 
18.5 
28.6 
11.7 
9.5 
8.8 
165 
% 
24.9 
0.3 
8.8 
6.6 
9.2 
1.5 
3.8 
20.0 
18.4 
20.8 
5.3 
4.6 
3.9 
129 
Import 
•1.5 
16.8 
3.3 
37.3 
22.3 
10.8 
32.4 
15.3 
231 
36.4 
13.2 
11.0 
14.8 
12.6 
USSM 
-1.5 
16.7 
3.5 
40.2 
13.5 
•194 
127 
8.5 
329 
28.0 
6.7 
6.0 
0.9 
90 
Note: P for provisional 
Source-. Compiled by the Research Scholar from Various Sources. 
9 . 4 Ba lance of Payment (BoP) And TNCs 
The Balance of Payments (BoPs) of a country is an almanac 
of economic transactions between the residents of the country 
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and rest of the world. It is composed of all receipts on account 
of goods exported, services rendered and capital received by 
residents and payment made by them on accounts of goods 
imported, services received and capital transferred to non-
residents or foreigners. 
Tables 24 and 25 as regards BoP has been designed by the 
Research Scholar to summarize a nat ion 's t ransactions with the 
outside world during pre and post-NEP period i.e. from 1960-61 
to 1989-90 and 1990-91 to 1998-99 . The tables reveal that the 
BoP in the 60 ' s was more or less uncomfortable. The trade and 
current account deficits were negative. The main reason was 
attributed to large scale of food grains, machinery and 
equipments. India, in fact, went in a big way for external 
assistance under capital account. The IMF borrowings 
supplemented the loans to meet the current account deficit. On 
the whole, there was a net outflow from the official reserve 
account during the first half of 60 ' s . Throughout the 60 ' s India 
had current account deficits and thanks to long terms loans 
among others surpluses on capital account front. The foreign 
exchange reserve could increase at the end of the decade due to 
these long-term loans. 
The statistics pertaining to the BoP in the 70 ' s reveal that 
though in the early phase of the decade, exports grew 
significantly, yet, the larger increase in fact led to continued 
trade deficits and deficits even in terms of invisible transfers. 
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Table-24 
Pre-NEP Period Balance of Payments 1960-61, 1970-71, 
1980-81 and 1989-90 
(Rs. Crore) 
S.No. 
1. 
2. 
3. 
1. 
5. 
6. 
7. 
8. 
9. 
Imports (c.l.O 
a) PL 480 Title 1 
b) Others 
Exports (f.o.b) 
Tradt Balance (2-1) 
Nonmonetary gold movement (Net) 
Invisibles 
a) Receipts 
b) Payments (of which; Interest and service 
payments on loan & credits) 
c) Net 
Current account (Net) 
Capital Tr.msaclions 
a) Private 
(1) Receipt 
(li) Payments 
(ill) Net 
b) Govt. Miscellaneous 
(I) Receipt 
(II) Pay-iients 
(III) Net 
c) Amortisation Payments (Gross) 
d) Repurchases from IMF 
e) Banking capital (Net) 
Errors and Omissions 
Total Surpluse (+) / Deficit (-) 6 to 8 
1960-61 
1105.7 
185.1 
920,6 
630.5 
-475.20 
259.9 
177.1 
(33.8) 
82.8 
-392.4 
51.5 
35.0 
16.5 
147.0 
42.0 
105.0 
37.6 
-10.7 
9.7 
-6.3 
-315.8 
1970-71 
1826.1 
49.9 
1776.2 
1404.5 
-421.60 
13.1 
496.1 
533.1 
(203.8) 
-36.9 
-445.4 
79,9 
59,6 
20.3 
323.7 
353.3 
•29.6 
-231.8 
-154.0 
0.1 
-66.9 
-907.3 
1980-81 
12543.6 
12543.6 
6576.4 
-5967.20 
5980.2 
1579.6 
(282.4) 
4310.6 
-1656.6 
162.6 
65.5 
97.1 
1010.9 
1246.8 
-235.9 
-691.3 
7.51 
12.7 
-158.0 
-2639.5 
1989-90 
40642.4 
40642.4 
28229.0 
-12413.4 
6.4 
12483.9 
9900.7 
(3536.2) 
2583.2 
-9823.8 
9816.2 
6191.4 
3624.8 
12015.3 
6153.3 
5862.0 
-3773.4 
-1459.6 
59.2 
-720.0 
-6230.8 
Financed by : 
10. 
11. 
12. 
13. 
External Assistance Loans 
Drawings from IMF (Gross) 
Allocation of SDRs 
Decline (+) / Increase (•) in Reserve 
Total (10 TO 13) 
256.6 
-
59.2 
315.8 
743.3 
75.4 
88.6 
907.3 
1728.7 
274.3 
120.5 
516.0 
2639.5 
4998.4 
1232.4 
6230.8 
Source: Compiled fay the Research Scholar from Indian Economic Survey 1991-92 and 1995-96. 
The combined deficit on the current account forced the country 
to continue to seek external assistance. During the decade of 
80 ' s , issue relating to the BoPs came to occupy the centre stage 
in terms of macro-economic management . The oil of price-stock 
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of 1973-74, which again surfaced in 1979 had a far more severe 
impact on economy's BoP. During this period imports almost 
doubled. Exports performance was depressed, it grew by 3 per 
cent only in terms of volume. Net receipts were substantially 
higher and continued to provide support to the BoPs. During the 
middle part of the decade of 80's, BoP pressure somewhat eased 
due to a number of factors - decline in the volume of growth of 
imports as a result of decline in net oil imports which in turn was 
due to the discovery of crude oil in Bombay High and the 
subsequent crude oil production. However, the latter part of the 
decade of 80's witnessed building up of strains on the BoPs. 
Trade deficit, and consequently current account deficits 
increased substantially and remained a high level through out. 
Tablc-25 
Balance of Payments (1990-91 to 1998-99) 
Item 
1. Import (c.l.f.) 
2. Exports (f.o.b.) 
3. Trade balance (2-1) 
4. Invisible: 
a) Receipts 
b) Payments 
c) Net 
5. Current Account 
(Net) 
1990-91 
Rs. Crore 
50086.2 
33152.6 
-16933.6 
13393.6 
13828.5 
434.9 
-17368.5 
us$ 
Million 
27915 
18477 
-9438 
7464 
7706 
-242 
-9680 
1992-93 
Rs. Crore 
71999.7 
54762.0 
-17237.7 
27037.8 
22563.6 
4474.2 
-12763.5 
us$ 
Million 
24316 
18869 
-5447 
9334 
7413 
1921 
-3526 
1993-94 
Rs. Crore 
83858.7 
71146.0 
-12722.7 
35500.6 
26413.7 
9006.9 
-3635.8 
US$ 
Million 
28739 
22683 
4056 
11319 
8421 
2896 
-1158 
1994-95 
Rs. Crore 
112743.5 
84328.5 
-28420.0 
48838.4 
31001.0 
17837.4 
-10582.6 
US$ Million 
35904 
26855 
-9049 
15554 
9874 
5680 
-3369 
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6. Capital Account; 
i. Foreign Investment 
a) Inflow 
b) Outflow 
c) Net 
ii. Loans 
"External Assistance 
a) Inflow 
b) Outflow 
c) Net 
'Commerclai Borrow. 
a) Inflow 
b) Outflow 
c) Net 
ili. Banking 
a) Receipts 
b) Payments 
c) Net 
iv.Rupee Debt Service 
V. Other Capital 
a) Receipt"! 
b) Payments 
c) Net 
vi. Errors & Omissions 
7. Total Capital (I-vi) 
S.Overall Balance(5+7) 
9.Monetary Move. 
a) IMF Transactions 
1) Purchases 
ii) Repurchases 
lii) Net 
b) Increase (-)/ 
decrease (+) in 
Reserves 
10. Total (a+b) 
183.5 
201.8 
18.3 
183,5 
9927,7 
6094.5 
2140.1 
3954.4 
10827.9 
4854.6 
5973.3 
18133,4 
16908,6 
1224.8 
•2139.8 
5593.3 
2128.7 
3464.6 
236.8 
12897.6 
-4470.9 
3333.7 
1155,9 
2177.8 
2293.1 
4470.9 
103 
113 
10 
103 
5533 
3397 
1193 
2204 
6034 
2705 
3329 
10105 
9423 
682 
•1193 
3117 
1186 
1931 
132 
7188 
-2492 
1858 
644 
1214 
1278 
2492 
1699.9 
1798.5 
98.6 
1699.9 
1445.4 
10172.7 
4433.5 
5739.2 
16466.8 
20760.4 
4293.8 
34255.4 
22098.6 
12156,8 
-2334,6 
3350.3 
4191.5 
-841,2 
-245.6 
11880.7 
-882.8 
4231.0 
867.6 
3363.4 
-2480.6 
882,8 
557 
589 
32 
557 
411 
3302 
1446 
1856 
5369 
6814 
-1445 
11998 
8172 
3826 
-878 
1359 
1399 
40 
-940 
2936 
-590 
1623 
335 
1288 
-698 
590 
13281.5 
14461.4 
1179.9 
13281.5 
5685.7 
10903.5 
4954.7 
5948.8 
20372.3 
20635.4 
-263.1 
36069.8 
28971.3 
7098.5 
-3301.6 
9013.5 
3872.7 
5140.8 
2510.1 
30415.0 
26779.2 
1006.9 
419.7 
587.2 
-27366.4 
-26779.2 
4235 
4611 
376 
4235 
1812 
3476 
1580 
1896 
6495 
6579 
-84 
11500 
9237 
2263 
-1053 
2873 
1235 
1638 
800 
9695 
8537 
321 
134 
187 
-872D 
-8537 
15067.1 
18085.5 
2998.4 
15067.1 
9542.4 
10029.7 
5256.5 
4733.2 
24299.2 
19530.0 
4769.2 
22033.5 
23091,6 
-1058,7 
-3089.6 
6911.9 
700.7 
6211.2 
2049.1 
28742.1 
18159.5 
-
3585.0 
-3585.0 
•14574.5 
-18159.5 
4807 
5763 
956 
4807 
3035 
3193 
1675 
1518 
7737 
6220 
1517 
7020 
7354 
-334 
-983 
2201 
224 
1977 
654 
9156 
5787 
-
1143 
-1143 
4644 
-5787 
Contd.. 
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Item 
1. Import (c.l.f.) 
2. Exports (f.o.b.) 
3. Trade balance (2-1) 
4. Invisible: 
a) Receipts 
b) Payments 
c) Net 
5. Current Account (Net) 
6. Capital Account: 
1. Foreign Investment 
a) Inflow 
b) Outflow 
c) Net 
ii. Loans 
'External Assistance 
a) Inflow 
b) Outflow 
c) Net 
'Commercial Borrow. 
a) Inflow 
b) Outflow 
c) Net 
ill. Banking 
a) Receipts 
b) Payments 
c) Net 
iv.Rupee Debt Service 
V. Other Capital 
a) Receipts 
b) Payments 
c) Net 
vi. En-ors & Omissions 
7. Total Capital (1-vl) 
Balance of Payments (contd.) 
1995-96 
Rs. Crore 
146542.3 
108481.1 
-38061.2 
59443.1 
41027.2 
18415.9 
-19645.3 
15662.3 
19080.5 
3418.2 
15662.3 
7974.0 
10101.4 
6799.2 
3302.2 
28294.1 
23622.3 
4671.8 
21691.7 
19246.7 
2445.0 
-3105.5 
2474.3 
11140.4 
-8666.1 
1286.9 
15596.6 
us$ 
Million 
43670 
32311 
-11359 
17665 
12216 
5449 
-5910 
4615 
5643 
1028 
4615 
2201 
2933 
2066 
867 
8399 
7065 
1334 
6453 
5691 
762 
-952 
748 
3285 
-2537 
600 
4689 
1996-97 
Rs. Crore 
173753.0 
121193.5 
-52559.5 
76091.9 
39813.4 
36278.5 
-16281.0 
21162.4 
27783.9 
6621.5 
21162.4 
16981.8 
10892.9 
6923.2 
3969.7 
52097.0 
39084.9 
13012.1 
28394.2 
20504.1 
78901.1 
-2542.0 
9390.5 
10267.4 
-876.9 
-2114.3 
40501.1 
US$ 
Million 
48948 
34133 
-14815 
21405 
11209 
10196 
4619 
5963 
7824 
1861 
5963 
4795 
3056 
1955 
1101 
14664 
10970 
3694 
8018 
5789 
2229 
-727 
2629 
2883 
-254 
-594 
11412 
1997-98 
Rs. Crore 
190508.5 
132702.6 
-57805.9 
86242.5 
49321.2 
36921.3 
-20884.6 
19831.6 
34444.0 
14612.4 
19831.6 
17453.2 
10826.0 
7442.4 
3383.6 
53315.7 
39246.1 
14069.9 
33053.7 
36243.4 
-3189.7 
-2783.5 
14457.3 
9170.8 
6286.5 
940.3 
37538.4 
US$ 
Million 
51187 
38680 
-15507 
23244 
13237 
10007 
-5500 
5353 
9266 
3913 
5353 
4799 
2885 
2000 
885 
14416 
10502 
3914 
8910 
9803 
-893 
-767 
3815 
2463 
1352 
167 
10011 
1998-99 
Rs. Crore 
199914.1 
144436.0 
-55478.1 
108457.5 
69767.0 
38690.5 
-16787.6 
9736.4 
24825.1 
15088.7 
9736.4 
18866.2 
11508.9 
8107.1 
3401.8 
50364.5 
34900.1 
15464.4 
34645.1 
28170.4 
6374.7 
-3307.9 
16563.2 
11877.7 
4685.5 
-1321.9 
35033.0 
US$ 
Million 
47544 
34298 
-13246 
25770 
16562 
9206 
4038 
2312 
5892 
3580 
2312 
4418 
2726 
1927 
799 
12045 
8426 
3619 
8197 
6717 
1480 
-802 
3958 
2801 
1157 
-305 
8260 
356 
S.Overall Balance(5+7) 
9.Monetary Move. 
a) IMF Transactions 
i) Purchases 
ii) Repurchases 
iii) Net 
b) Increase (-)/ decrease 
(+) in Reserves 
10. Total (a+b) 
4048.7 
-• 
5749.0 
-5749.0 
9797.9 
4048.7 
-1221 
-
1715 
-1715 
2936 
1221 
24220.1 
-
3461.2 
-3461.2 
-20758.9 
-24220.1 
6793 
-
975 
-975 
-5818 
-6793 
16653.8 
-
2386.2 
-2386.2 
-14367.6 
-16653.8 
4511 
-
618 
-618 
-3893 
4511 
18245.4 
" 
1652.1 
-1652.1 
-16593.3 
-18245.4 
4222 
-
393 
-393 
-3829 
4222 
Source: Data are based on revised format as adopted by the Reserve Bank of India (Compiled 
bi> the Research Scholar). 
The decade of 90 ' s has composite characters with regard to 
trend in BoP. Gulf crisis in 1990 led to sharp increase in oil 
prices as a result increase in the import bill of POL. The 
problems aggravated to cessation of exports to Iraq and Kuwait. 
The problems on the trade were further compounded by the 
developments on the capital account. There was loss of 
confidence in the government 's ability to manage the situation. 
Commercial loans began to dry up accompanied by net outflow 
of NRI deposi ts , which continued till 1 9 9 1 . All these led to 
dwindling foreign exchange resevers, sharp decline in exports, 
and high inflation. This was the period when it was realized 
default on payment for the first time in Indian history had 
become a serious possibility. 
It was at this juncture, that the government of India 
introduced New Economic Policy (NEP) for measures of fiscal 
correction and structural reforms through radical changes in 
trade and industrial policies. During 1 9 9 3 , with lift of import 
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curbs, import growth picked up. Howev(-!r, export growth was not 
significant which led to trade deficit once again. During 1993-
94 , improvement in BoP is witnessed. The trade deficit has 
contracted as compared to the previous year. The reasons 
attributed to this are export growth, the fall in international 
prices of crude oil and slackness in the growth of non-POL 
imports. The savings in invisible accounts, growth in remittances 
led to decline in current account deficits. 
During 1993-94 , there was remarkable impact of liberalized 
foreign investment policy on inflow of foreign capital - FDI, 
Euro equities and portfolio investment through operation of FIIs 
in the Indian stock exchanges. The total foreign investment 
during this period was Rs .13282 crore net from Rs. 1699 .9 
crore in 1992-93 an increase of almost whopping 681 per cent. 
These among others , led to a substantial increase in the foreign 
exchange reserves. During 1994 -95 , both exports and imports 
grew significantly; exports grew by 18.4 per cent in US dollar 
terms and imports by 23 per cent. The growth in imports was in 
tune with the expansion in industrial growth and investment 
activities. The higher growth in imports led to an increase in 
total deficit. Invisible payments also rose considerably. As a 
result, the current account deficit widened. The rise in current 
account deficit was expected on account of recovery of the 
Indian economy from recession and there was no financing 
problems of the deficit either. Total capital flows were much in 
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excess of financing needs and thus contributed to the foreign 
exchange reserves build up. 
In the year 1995-96 , the buoyency in export growth was 
maintained but the import growth was made higher. This led to a 
further increase in trade deficit and current deficit. In 1996-97 , 
the BoP indicated an easing of pressure on the current account 
and buoyancy in capital inflows. There have been note worthy 
slow down in the growth of both imports and exports . However, 
the trade deficit was lower than the previous year i.e. 1995-96 . 
The net capital flows in this year rose substantially over the 
previous year i.e. 1995-96 largely because of buoyant inflow 
under non-resident deposits and foreign investment flow and a 
sizable decline in repayment to the IMF. The easing of pressure 
on the current accounts and buoyant capital flows in 1996-97 
resulted in a sizable buildup of foreign exchange reserves. 
The deficit in current account of the BoP in 1998-99 had 
declined to about 1.0 per cent as against 1.4 per cent in 1997-
98 mainly reflecting sharp decline in POL and non-customs 
imports. Exports, however, recorded a negative growth of 3.9 
per cent in 1998-99 after remaining sluggish in the previous two 
years. 
The government needs to streamline the trade policy to 
eliminate various impediments to trade and to promote export 
growth. In this regard, the Research Scholar feels that role of 
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TNCs would be vital by establishing larger number of export 
oriented units. 
9.5 External Debt Service Management: \ ^ 
The data set out in table-26 relate to India's external debt 
service ratio for post-NEP period. It is discernible from the table 
that despite increase in debt stock there has been considerable 
improvement in major debt indicators, which reflects an overall 
improvement in the external debt services of the country. It is 
noteworthy here that the debt GDP ratio improved from 41 per 
cent in 1991-92 to 22.5 per cent in 1998-99.The debt service 
payments as ratio of current receipts continued to improve 
steadily from 30.2 per cent in 1991-92 to 16 per cent in 1998-
99. 
Table-26 
India's External Debt Service Ratio (Percent) 
(From 1 9 8 9 - 9 0 to 1999-2000,Apri l -September) 
Years 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
External Debt to GDP 
(Ratio as %) 
--
30.4 
41.0 
--
--
30.9 
--
24.7 
24.4 
22.5 
--
Debt Service Payment as % 
of Current Receipt 
30.9 
35.25 
30.21 
28.63 
25.6 
26.2 
24.3 
21.2 
19.1 
16.0 
18.7 
Source: Compiled from Economic Survey; of India (various issues). 
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External debt management should remain the top priority of the 
government. To consolidate the gains, the focus of external debt 
management policy should continue to stress on high growth rate 
of exports keeping the maturity structure as well as the total 
amount of commercial debt under manageable limits and 
encouraging non-debt creating flows of foreign investment. 
9.6 Employment and TNCs: 
Table-27 presents estimates of employment in organized 
public and private sectors during post-NEP period. It is 
discernible from the table that employment generated by public 
sector has remained fluctuating in the range of 194.66 lakhs in 
1995 to 194.18 lakhs in 1998. On the other hand, the private 
sector has shown an upward growth trend during the period 
under review. The share of private sector in generation of 
employment to the total is increasing from 29.3 per cent in 
1995 to 31.06 per cent in 1998. 
An analysis with regard to employment in the private sector 
by industry (1981-1998) reveals that the overall increase in 
average annual rate of growth has been^ achieved by the 
industries under review. The segmented analysis reveals that the 
annual average rate of growth for agriculture is 0.3 per cent 
base being 1981 as against 0.84 per cent average annual growth 
rate achieved by manufacturing sector during the period under 
review. The highest average annual growth rate has been 
achieved by finance, insurance and real estate followed by 
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community, social and personal services electricity gas and water 
industry, wholesale and retail-trade and transport, storage and 
communication. 
Table-27 
Estimates of Employment in Organized Public and Private Sectors 
During Post-NEP Period 
(Lakh persons as on March 31) 
Years 
1990 
1995 
1996 
1997 
1998 
Public Sector 
187.72 
194.66 
194.29 
195.59 
194.18 
Private Sector 
75.82 
80.59 
85.12 
86.88 
87.48 
Public and Private 
Sector (Total) 
263.53 
275.25 
279.41 
282.45 
281.66 
Private Sectors of % of 
(Total; 
28.77 
29.28 
30.46 
30.76 
31.06 
Employment in the Private Sector by Industry 
(Lakh persons as on March 31) 
Agriculture, Hunting etc. 
Manufacturing 
Hectriclty, Gas & Water 
Construction 
Wholesale and retail trade 
Transport, storage & communlcatkxis 
Finance, Insurance, real estate etc. 
Community, social and personal services 
Total 
1981 
8.58 
45.45 
0.35 
0.72 
2.77 
0.60 
1.% 
12.22 
73.95 
1991 
8.91 
44.81 
0.40 
0.73 
8.00 
0.53 
2.54 
14.85 
76.77 
1998 
9.04 
52.33 
0.42 
0.74 
3.21 
0.65 
3.41 
16.77 
87.45 
Annual Average Growth 
Rate (96) 
0.30 
0.84 
1.10 
0.15 
0.70 
0.46 
4.10 
2.07 
1.01 
Source-. Compiled by the Research Scholar from Various Sources. 
With the advent of NEP, Transnational Corporations have 
been encouraged to enter into the Indian economy in the 
arrangement of FDI, mergers and acquisitions, transfer of 
technology, joint venture, subsidiaries and financial services, 
largely into, pharmaceutical, automobile, telecommunication. 
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electronics, food processing and services. In the capital-intensive 
industry the entry of TNCs has brought advanced technology, 
cutting dovvn the employment level. However, at the same time 
these TNCs have created employment in t ransportat ion, food 
processing and service sector, as from the advent of NEP the 
TNCs are more attracted toward these sectors, deploying more 
capital, creating more employment, as the profit return in these 
sector are relatively higher. Recently, the opening of Insurance 
sector and inviting the foreign investors in this arena is opening 
new vistas for the employment generat ion. 
However, there is a note of caution in regard to entry of 
TNCs in the agriculture sector and labour intensive industries 
where the level of employment has been adversely effected. The 
growing use of imported technology in agriculture and labour 
intensive industries has depressed the unskilled labourers, the 
most unprotected form of Indian labours. The Government 
should take prudent measures to deal with this kind of threats . 
An exit policy, retrenchment with the help of VRS in public 
sector enterprises is going on in an unbridled manner. This is the 
backwash impact of privatization and inflow of highly capital 
intensive technologies in the name of improving global 
competit iveness and modernizat ion. '" 
9 . 7 TNCs Banks in Indian Economy: 
The foreign banks occupy of importance in Indian banking 
industry, especially in financing foreign trade and in the field of 
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merchant banking. Table-28 presents profit and loss account of 
commercial banks of major subgroups during the post-NEP 
period i.e. from 1990-1991 to 1997-98. It is evident from the 
table that on balance the profitability of commercial banks in 
both public and private sectors has improved specifically after 
the initiation of reform measures. However, the profitability of 
many public sector banks continues to be poor that they cannot 
even survive without government budgetary support, not only for 
capital but also for working funds. These banks would not be 
able to survive in an open competition with foreign banks. The 
foreign banks have earned much higher rate of indirect income 
and have maintained rate of interest throughout the period under 
review. As a result their net interest income is nearly two-
percentage point higher than the Indian banks. The net income 
of the foreign banks is even better than the Indian private 
banks. ' ' 
Table-28 
Profiit/Loss of Commercial Bank by Major Sub-Groups During 
Post-NEP Period 
(as per cent of total assets) 
Gras* P r o f i t 
Indian Private Sector 
Foreign Banks 
All Commercial Banks 
Net Profit 
Indian Private Sector 
Foreign Banks 
AH Commercial Banks 
1991-92 
2.08 
5.06 
2.08 
0.57 
1.57 
0.39 
1992-93 
1.36 
1.86 
1.03 
0.34 
-2.88 
-1.08 
1993-94 
1.82 
3,79 
1.25 
0.56 
1.51 
-0.85 
1994-95 
1.% 
3.93 
1.64 
1.06 
1.66 
0.41 
1995-96 
2.23 
3.35 
1.69 
1.21 
1.58 
0.16 
1996-97 
2.22 
3.58 
1.82 
1.15 
1.41 
0.68 
1997-98 
2.31 
3.66 
2.02 
1.18 
1.55 
0.42 
Source: RBI Report on Trends and Progress of Banking in India, 1997-98, p. 298. 
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9 . 8 Conc lus ion 
To sum up, the following significant inferences can be 
drawn: 
The impact of TNCS in Indian Economy viewed through 
micro parameters gives vent to the fact that foreign investment 
both from direct and indirect investment registered rising trend. 
Foreign indirect investment including FIIs, Euro equity, offshore 
fund reveals initially rising trend but in the year 1998-99 it has 
plummeted. In fact FIIs are unstable and prone to withdrawing 
investments at the slight hint of crisis creating greater 
fluctuation and volatility in the capital market. However, they 
are very crucial and vital components of foreign capital that help 
indirectly in capital formation in the economy. Hence, their 
importance is ever greater significant in Indian economy to be 
appropriately taken care of by the government for future policy 
formulation. Our future policy announcement should lay 
preferably considerable emphasis on attraction of both types of 
foreign investment including direct and indirect for long term 
stable growth perspective. 
The TNCs strategic business plank through ever greater 
number of financial spate of Ms&As, technological collaboration, 
host of joint ventures, subsidiaries and financial services in post-
NEP period corroborates the hypothesis of the present study that 
they are now the propeller to the overall growth and 
development of the Indian economy contributing to the 
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development of various sectors i.e. automobiles, electronics, 
pharmaceuticals , engineering, service sector etc. The TNCs 
have brought in new technologies and products that our domestic 
companies are unable to evolve. FDI through TNCs holds the 
promise of allowing the country to leapfrog several stages of 
industrial development by providing technological transfer, 
management expert ise , industrial training and an incentive for 
the development of related infrastructure and services. 
The Indian economy is set on high growth path since the 
advent of NEP. The consequential increase in foreign direct 
investment through joint ventures, subsidiary, merger and 
acquisition and financial services are perceived to have helped in 
capital accumulation, technological progress and creating 
international competit iveness, heralding globalization of India's 
economic development. The TNCs subsidiaries and joint ventures 
are acquainted well enough with the needs for improved flows of 
foreign exchange and sensitive enough to the host government 
legitimate concern. 
The financial service sector is creating new concepts and 
thus they have enough that they can sell. Their prime attention 
is on the formation of sound marketing mix as they believe in the 
philosophy of improving quality of service, expanding market, 
maximizing the range of profit and thus making possible a fine 
fusion between customers and generating profits. 
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Mergers and Acquisitions are very important market entry 
as well as growth strategy for TNCs. It is helping the economy in 
acquiring new technology, and creating a huge marketing and 
distribution networks. 
Over all, the TNCs through the above said business 
arrangements are helping the Indian economy to have more 
capital, and increased productivity by mobilization of resources, 
creating more employment and reducing the burden of foreign 
exchange through import substitution. 
The resources raised from the capital market (distribution 
by issue type) reveals that the Overseas route particularly Euro 
issue is quite popular - an amount of Rs. 18099 crore has been 
raised through Euro issues constituting approximately 32 per 
cent of the total resources raised from the capital market. 
Private placement of issue has continued to be most favoured 
route of the corporates for raising fund during the post-NEP 
period. Foreign private sectors mobilized fund to the tune of Rs. 
1340 crore in 1998-99 as compared to Rs. 2676 crore mobilized 
in 1 9 9 7 - 9 8 , registering a decline of almost 50 per cent. The 
decline is attributed to the strict adherence to capital adequacy 
norm. 
Mutual Fund industry has remains in doldrums for a quite 
period of time and received a major setback after UTI fiasco. 
The foreign mutual funds floatation amounted to Rs. 3 .72 crore 
in year 1998-99 , which constitutes 5 per cent of the total mutual 
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fund floatations. The foreign mutual funds appear to have 
responded to the proposal and incentives provided in Union 
budget 200C- 2 0 0 1 . 
The equity holding pattern of Indian corporate and foreign 
companies reveals that nature of equity of foreign companies has 
emerged as a single most dominant group. 
The impact of TNCs viewed from macro parameter reveals 
the following facts: 
• In the post reform period there has been overall improvement 
and recovery in the macro stabilization indicators-the GDP 
growth rate , index of industrial production, gross domestic 
capital formation and gross domestic savings as per cent of 
GDP have shown a sign of recovery and improvement 
specially after the adoption of NEP, excepting few hick-ups in 
certain years. However, the same have been offset through 
introduction of timely and appropriate reform packages. 
• However, the continuous fall in the value of rupees seems to 
have resulted in increase in the burden of international debt 
adversely affecting the confidence of foreign investors. The 
rupee exchange rate has not been stabilized. 
• The analysis of price indices vis-a-vis the inflation rate 
produces mix result. Despite the achievement of high growth 
rate of GDP, the inflation rate has not been caged as desired. 
• The Incremental Capital Output Ratio (ICOR) which measures 
the productivity of capital has been witnessed to be higher 
during reform phase signaling lower capital productivity. 
However, from the last couple of years under study there are 
indicia of improvement in the productivity of capital as a 
resuh in the decline of ICOR. 
• The foregoing analysis brings forth that there is a drastic cut 
in the gross fiscal deficit both in center and state over a 
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period under review. The average inflation rate is down to 
single digit yet at the higher rate compared to the developed 
economies. The current account balance and foreign exchange 
have improved; the trade balance has also shown a sign of 
improvement but not as much as current balance. The export-
import ratio has also spectacularly improved. In the present 
scenario, exports finance nearly 90 per cent of the imports 
against 50 to 60 per cent during 1980 ' s . The import cover up 
of foreign exchange reserves has improved significantly during 
the period under review. 
• On the tax front the picture is grim, the drop in the share of 
direct taxes and high share of commodity taxes indicate an 
inappropria te tax mix. However, the paradigm shift in the 
policy of government to rationalize corporate taxes is the 
indicative fact of giving priority to foreign investors. 
• The scanning of the data regarding the export , import and 
trade balance reveals that the effort for the export promotion 
appeared to have nullified by the policy of import 
liberalisation. The trade gap has narrowed down only in those 
years in which import growth was restricted but export 
promotion was accelerated. However, the Research Scholar 
observes that the trade has fairly enlarged due to growing 
businesses by the TNCs in the wake of liberalization for 
globalization. 
• The most crucial parameter of measuring economic health is 
the balance of payment of the country. The analysis with the 
regard to the balance of payment reveals that there has been 
over all improvement in balance of payment in post-NEP 
period. The policies of liberalisation, privatization and 
globalization have symbolized fairly good amount of control in 
the detoriating condition of balance of payments . Right from 
the inception of 1993-94 there has been a remarkable impact 
of liberalized foreign investment policy on the flow of foreign 
capital through TNCs. These among others lead to substantial 
increase of foreign exchange resources, as a result, in the 
successive years the BoP indicated an easing of pressure on 
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the current account and the buoyancy in the capital inflow. 
There has been note worthy slow down in the growth of both 
imports and exports in the year 1996-97 but however, the 
trade deficit was lower than the previous year i.e. 1995-96 . 
The substantial increase in the capital flows in the remaining 
year under reference leads to decline in deficit in current 
account of the BoP to about 1 per cent in 1998-99 as against 
1.4 per cent in 1997-98 . The exports however, recorded a 
negative growth in 1998-99 after remaining sluggish in the 
remaining previous two years. 
• The government needs to streamline the trade policy to 
eliminate various impediments to trade and to promote export 
growth. In this regard, the Research Scholar feels that the 
role of TNCs would be vital by establishing larger number of 
export oriented units. The EXIM policy 1997 -2002 is a very 
significant step in the direction of overall promotion of trade. 
• External debt management appears to be top priority of the 
government to reap the gains of high growth rate of export 
through keeping maturity structure and the amount of 
commercial debt under manageable limit. Here the impact of 
TNCs is very pronounced in terms of bringing non-debt 
creating foreign capital. 
The government has recorded the highest priority to 
promote sustainable employment, intensive growth in its 
economic liberalization policies. From the analysis it is 
discernible that the growth of employment in the private sector 
is higher than public sector during the post NEP period. The 
reason for this is attributed to entry of larger number of TNCs in 
financial services, pharmaceutical , telecommunication, 
automobiles, and engineering and electronics industries. 
However, the Research Scholar is apprehensive that the 
presence of TNCs in capital intensive industries may have 
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adversely affected the employment level. But at the same time, 
the demand for skilled, semi-skilled and highly skilled personnel 
would have certainly increased the employment in view of 
growing number of joint ventures, mergers and acquisitions and 
subsidiaries in telecommunication, electronics, information 
technologies and automobile industries. 
The foreign banks whose presence in the Indian economy is 
growing in the wake of economic liberalisation have earned much 
higher rate of interest income and have maintained rate of 
interest through out the period under review. As a consequence, 
their net interest income is higher than the Indian banks. 
On the whole, the view of the Research Scholar is 
corroborated that with the advent of economic liberalization 
regime giving freedom of entry to TNCs in variety of business 
ar rangements , such as, inflow of FDI, transfer of technology, 
joint venture, merger and acquisition, subsidiaries and financial 
services have lent substantially to the overall growth and 
development of Indian economy. However, there are certain 
apprehensions with regard to free operation of TNCs, needing 
attention of the government, which are dealt with at length in 
the succeeding chapter , i.e. Findings and Suggestions. 
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1 0 . 1 Summary of Conclusions: 
Transnational Corporations (TNCs) play stellar role in 
linking many national economies. They help in building an integral 
international production system - the productive core of 
globalizing world economy. The TNCs are large companies having 
enormous resources. These corporations become large either by 
merger of a number of companies or by opening their subsidiaries 
in other countries. The main objective of transnational corporation 
is global rationalization of available resources in the world. Thus, 
their function is to search out lowest cost-inputs consistent with 
desired standard of quality and efficiency to create new market. 
The extent and spread of international production activity may be 
gauged from the number of enterprises that are involved in it. Over 
5 ,00,000 foreign affiliates is in operation world wide, established 
by about 60 ,000 parent companies spreading virtually almost in 
every country of the world. To this, en unknown number of firms 
would have to be added that are linked to each other through non-
equity relationship. 
Foreign Direct Investment (FDI) is the main arrangement of 
TNCs, who brings with it not only huge capital but also advanced 
technology, market accessibility and organizational skills. The 
regional distribution of inward and outward FDI stock is heavily 
skewed towards developed countries reflecting the fact that in the 
past most of the FDI originated and stayed in the developed 
countries, although there are some noticeable upward increase of 
FDI, inward and outward stock of developing countries. It is 
striking to note that out of the top 100 TNCs from the world, 
majority of them belonged to developed countries. Analytical study 
with regard to FDI reveals that FDI inflows in developing countries 
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have recorded splendid growth trend i.e. 246 per cent as 
compared to developed economies during 1986-98. 
It is worth noticing that cross border Mergers and 
Acquisitions (Ms&As) by TNCs in different sectors of economy 
world wide during the period 1989-98 have increased significantly 
reflecting a general increase in global Ms&As activity. The absolute 
value of all Ms&As, sales amounted to US$ 544 billion in 1998, 
representing an increase of about 60 per cent over 1997 (US$ 342 
billion). The study further reveals that the largest number of 
Ms&As have taken place in the tertiary sector over a decade i.e. 
from 1989-98, representing a growth of 55 per cent followed by 
secondary sector 38 per cent. The primary sector has shown a 
meager growth of only 8 per cent during the period under 
reference. Liberalization and deregulation are the main factors 
behind the increment in the Ms&As the world over in both 
developed and developing countries. 
According to UNO World Investment Report 1999, the 
TNCs show a high degree of transnationality as measured in terms 
of share of foreign assets, foreign sales and foreign employment. 
Worldwide cross border Ms&As have mostly taken place in banking 
sector. The pharmaceutical, automobile and telecommunication 
were aimed at the global restructuring or strategic positioning of 
firms in the industries. AH the achievements of TNCs goals have 
been made possible through liberalization including of course the 
outcome of Uruguay Round i.e. the WTO. The World Trade 
Organization became operative from January 1995 for 
implementation of the various provisions of Dunkel Draft chiefly 
pertaining to trade and investment. In order to expedite the 
resumed negotiations in 1991 , Sir Aurthur Dunkel, (Director-
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General of GATT) and the official chairman of the TNCs tabled a 
scheme of proposals for the consideration of the participating 
countries of the world. The effects of WTO originated from the 
Uruguay Round Treaty (URT). The treaty is a march towards global 
economy. Trade barriers and quota system of all the 117 
participating nations are being reduced in phases and will be 
completely abolished by the year 2004 . 
Dunkel Draft is the centerpiece of the URT. Trade Related 
Investment Measures (TRIMs), Trade Related Intellectual Property 
Rights (TRIPs) and Multi-Fibre Arrangement (MFA) are the three 
crucial agreements of the GATT negotiations at the Uruguay 
Round. The TRIMs opens the gates of financial service sector. 
However, the member countries are permitted to adopt their own 
foreign investment policy. TRIPs encroach upon the member 
country sovereign right to frame its own legislation on intellectual 
property matters. MFA regulated trade in textiles and clothing 
since the last four decades. Under this special arrangement, 
importing countries such as, USA, Canada, Austria, Norway, 
Finland and European Union (EU) could impose quota restrictions 
on exports from the developing countri^^s on selective basis. 
The first Ministerial Conference of WTO held in Singapore 
(1996) among many important issues, deliberated upon opening a 
novel way of providing impetus for strengthening and boosting the 
efforts of liberalization through reduction in tariffs and anti-
dumping safeguards, reduction in quantitative barriers and issues 
pertaining to TRIPs. The other significant issues, which arrested 
the attention of the participants, were multi-lateral accords on 
policy competition, investment standards of labour etc. 
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The Industrial Policy of Independent India was first 
announced in 1948. This was the first concerted attempt to 
enunciate a comprehensive industi-ial policy for the country and it 
has served as the kingpin of the country's industrial development 
planning. After this, the Industrial Policy Resolution took place in 
1956 on the advent of Second Five-Year Plan. The policy did not 
aim at nationalizing the existing units but on the contrary devised 
adequate steps for their growth and development. 
The Industrial Policy of 1973 has been viewed as a 
supplement to the Industrial Licensing Policy of 1970. It has paid 
greater attention in defining the role of the private sector with 
particular reference to large industrial houses. Despite so many 
policies which government had followed, the result was not 
satisfying. The Industrial Policy announced in December 1977, was 
therefore primarily directed towards remaining these distortions of 
the past so that the goal of faster economic development could be 
achieved within a time bound programme. 
The government announced on July 2 3 , 1980 the New 
Industrial Policy. The policy includes major relaxation and 
concessions benefiting the small, medium as well as large-scales 
sectors with the triple objectives of modernization, expansion and 
development of backward areas. Broadly speaking, this policy 
offered new deal to the private sector, promised to improve the 
efficiency of the public sector, and re-affirmed its fair in MRTP Act 
and the FERA. 
With the onset of New Economic Policy (NEP) in July 1991 
the TNCs seem to have been tremendously influenced in terms of 
increased business operations through several liberalization 
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packages for the foreign investors. Various reform measures, 
which took place during the economic liberalizaiion regime, 
opened vistas for TNCs to invest more and more in the Indian 
economy. 
Reforms in trade policy have created an environment to 
provide stimulus to exports and at the same time reduce the degree 
of regulations and licensing control on foreign trade. Reforms in 
industrial sector is to be directed to promote the growth of a more 
efficient and competitive industrial economy, such as reducing the 
controlled or licensed sector to minimum, amendments in 
controlling rules and legislation. Foreign Exchange Regulation Act 
(1973) has been diluted paving way for accelerating foreign trade 
and investment. The changes brought about in the FERA Act would 
hopefully open vistas of investment opportunities for foreign 
investors on the one hand and the Indian firms on the other. The 
government step to replace FERA with Foreign Exchange 
Management Act (FEMA) in 1999 is hopefully a step towards 
efficiency in institutional management. The Tarapore Committee 
examined the rupee convertibility in 1997 and recommended that 
the Capital Account Convertibility (CAC) should be introduced in 
three phases over a period of three years 1997-98, 1998-99 and 
1999-2000. 
The infrastructure sector reform has opened vistas of 
investment opportunities for TNCs to specially participate in 
power, telecommunication and roadways. These three branches of 
infrastructure sectors provide more concessional agreements for 
foreign investors. The Finance Ministry announced wide-ranging 
concessions in excise and customs through rationalization and 
restructuring of duties. A ten-year tax holiday for new industries 
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set up in specified areas. With effect from August 1, 1998, India 
unilaterally removed all quantitative restrictions on imports of 
around 2300 items from SAARC countries and government has 
given permission to set up Private Software Parks (STPs) for 
exports growth. 
Securities and Exchange Board of India (SEBI) was 
established in February 1 9 9 1 . A notification was issued under the 
Securities Contract (Regulation) Act, 1956, the power to guide and 
regulate stock exchanges, was entrusted to SEBI. This includes 
recognition, rules and articles, voting rights, delivery contracts, 
stock exchanges listing and nomination of public representatives. 
Capital market reforms have been carried out extensively by SEBI. 
The capital market reforms have the following motives, 
modernization in comparison of other stock exchanges of the 
world, efficient trading and clearance system, enhancing and 
sharpening the market efficiency and improving the system 
spreading information. 
i^sBanking Sectors Reform measures recommended by 
Narasimham Committee have brought drastic changes and 
revolution in the behavior of both commercial and development 
banks. The Committee felt that the efficiency in this sector of the 
economy can not be improved without an efficient and healthy 
financial sector, and the efficiency of the financial system can be 
improved only through competition, both domestic and 
international, operational flexibility and functional autonomy. The 
Committee has however not recommended any wholesale 
privatization of commercial or development banks. It only 
recommended partial divestment of equity to private shareholders. 
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The Insurance Regulatory Authority (IRA) was set up as a 
follow-up of the recommendation made by the Malhotra Committee 
on insurance sector reforms. The government announced its 
intention to evolve a broad consensus about the future direction 
and content of reforms in this sector. In 1999 the insurance sector 
in India has been thrown open to the private sectors for taking 
active participation. 
The Indian economy in the post NEP period has shown 
resilience and steadiness. The Balance of Payment (BoP) has been 
reduced on account of excess of exports over imports, the inflation 
rate brought down from almost 18 to the range of 3 to 4 per cent. 
Foreign exchange reserves are now beyond 25 billion dollars 
against 2 billion in 1991 . GDP has risen almost from Nil to 6 per 
cent. The controlled measures of reform processes brought back 
the confidence of investors, foreign and domestic both in the 
capital market and the economy as a whole. 
Foreign Investment in India by the TNCs has shown a great 
leap forward in the post NEP period as compared to pre NEP 
period. The number of foreign collaborations witnessed more than 
double increment in post NEP period rising to 17098 number 
(1991- Feb. 2000) from 7436 in pre NEP period (1948-1990). 
The liberahzation regime appears to have made good deal of 
impact on the foreign collaboration approvals. From 1980-
February 2000 the total average amount of actual inflow 
aggregated to Rs. 75933 .50 million, out of this, barely 4.2 per 
cent of actual inflow of FDI belongs to pre NEP period and the 
remaining bulk of 96.8 per cent of FDI inflows pertain to the post 
NEP period. The country-wise analytical study for contribution in 
investment by transnational corporations reveal that India receives 
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more contribution from USA, UK and Germany based 
t ransna t iona l in pre NEP period. The contribution from USA, 
Mauritius, UK, France and Japan are more invisible in post-NEP 
period. 
The data for contribution in investment by transnational 
corporations in sector wise performance for pre and post NEP 
period reveal that in pre NEP period manufacturing sector has the 
highest percentage of inflow i.e. (8.6 per cent) which decreased to 
53 .88 per cent in post NEP period. The reason for this decline is 
attributed to restrictive government policy of limited participation 
by the TNCs in manufacturing sector especially in FMCG. Whereas 
in service sector, petroleum and power there is an intensive 
increment in TNCs investment in post NEP period compared to pre 
NEP period. In service sector, inflow of FDI increased from 4.65 
per cent in pre NEP to 21 .88 per cent in post NEP period, 
registering an increase of almost 17.23 per cent. The factor 
contributing to increased amount of TNCs investment is ascribed to 
WTO policy of preconized TRIMs and government liberal policy 
towards telecommunication, transport and consultancy services. In 
petroleum and power sectors, the inflow of FDI in post NEP period 
increased to 21.29 per cent (from 1991 to Feb. 2000) compared 
to 20 per cent in pre NEP period (froml980 to 1990). 
Foreign Investment through NRI/OCBs, GDR/ADR in post 
NEP period registers a whopping growth. Actual Inflow of direct 
investment through NRI/OCBs schemes received during the period 
from January 1991 to February 2000 amounted to Rs. 78105.4 
million. Inflow of direct investment through GDR/ADR received 
during the post NEP period (1991 to Feb 2000) amounted to Rs. 
126099 .3 million. The total amount of FDI approved by the 
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government since 1991 till February 2000 is Rs. 212664 .22 crore 
roughly around US $ 60 .38 billion and the total inflow adds upto 
Rs. 72777 .71 crore i.e. US $ 19.86 billion. In the year 2000 
there is further liberalization in the rules of foreign investment 
which is welcomed by trade and industry community. This 
momentous decision would enable India to tap its true potential 
and achieve the target of attracting US $ 10 billion FDI annually 
on a sustained basis. This would also help to attract FDI inflows 
into critical sectors of the economy, especially the infrastructure. 
This is going to send positive signals to the international investor 
community about the governments commitment to the reform 
process putting aside all apprehensions. 
Transfer of Technology is the corner stone of the process 
of growth of any economy. The growth of both developed and 
developing countries depends on the efficiency of such transfer. 
Substantial number of technology transfer approvals has been 
witnessed to occur in post NEP period as compared to pre NEP 
period. Total number of Foreign Technology Approvals (FTAs) 
during 1991 to Feb. 2000 through SIA, RBI and FIPB routes 
accounts for 6488 . There is a declining trend in FTAs percentage 
in overall foreign approvals except in 1998 which accounts for 
33 .31 per cent of the total foreign approvals during the period 
under reference. The reason of declining trend in the share of 
FTAs in total foreign approvals may be attributed to soaring inflow 
FDI during the period under review. This has happened on account 
of government policy for attracting more FDIs as compared to any 
other sources of foreign capital. 
The present study has brought to the fore that there is a 
steep rise in Research and Development (R&D) activities in the 
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post NEP period as compared to pre NEP period (1955-65). The 
total investment by Central Sector, State Sector and Private Sector 
accounted to Rs. 35 .25 crore, which rose to 9500 .72 crore in post 
NEP period (1997-98). This substantiates the fact that relatively 
adequate capital has been invested in steering R&D efforts in the 
desired direction. 
Even though transfer of technology is an important aspect 
of process of growth yet there are some constraints to be 
appropriately attended to by the government. For transfer of 
technology basically from advanced countries, which are not 
similar to the local environment is generally undesirable. The 
development of technology through local adoption and assimilation 
is largely owing to the pressure of local environment. Foreign 
enterprises however may not be responsible to such environmental 
pressure. In order to strengthen up indigenous R&D, the 
government should keep a sharp look and should follow the 
strategy to build up the national technological capacities with 
autonomy rather than dependence. 
The joint ventures and subsidiaries through TNCs in India 
appear to have gained enough currency during the post NEP 
period as revealed by the present study. The joint ventures and 
subsidiaries are mostly coming through Greenfield projects where 
the project is set up with new manufacturing facilities and new 
plants and machinery. For this purpose, an Indian joint venture 
company is to be formed with normally 51 per cent equity held by 
foreign company. In some sectors, even equity upto 100 per cent 
is permitted to the foreign companies. With the onset of the NEP 
consequent upon several liberalization packages for the foreign 
investors, TNCs are now keen on setting 100% subsidiary in India. 
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This subsidiary syndrome is not any beneficent to the Indian 
affihates for the TNCs reaps the advantage to the full in variety of 
ways. 
The industries wherein the joint ventures and subsidiaries 
between TNCs and Indian Industries have taken place are agro-
chemicals, pharmaceuticals, food processing, electrical equipment, 
automobile, personal products, computer hardware and software, 
leather product and host of consumer products. The economic 
liberalization has paved the ways for TNCs to enter into Indian 
market under joint venture and subsidiaries arrangement in post 
NEP period. 
From the analysis of the financial performance appraisal of 
top 25 TNCs under joint ventures and subsidiary arrangement each 
reveals that the trends in sales, net profit, interest, net worth, tax, 
imports, exports and earnings per share of automobiles, 
engineering, electrical industries, food, products, personal care, 
pharmaceutical, machine tools and miscellaneous sector under 
reference have increased. This provides a base to corroborate the 
hypotheses that TNCs help in bringing advanced and sophisticated 
technologies, strengthening the production facilities, better market 
strategies and management as a consequence of which, overall 
growth and development is taking place in Indian economy during 
the post NEP period. 
The financial services sector provides an opportunity to 
make an optimal utilization of untapped valuable resources. The 
transnational banks have the tenacity, expertise and financial 
strength to be benefited the most. As on 3 P ' March 1998, these 
banks held 6.9 per cent of the countries deposits, 8.8 per cent of 
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advances, 9.6 per cent of income and substantial 77 per cent of 
the net profit generated by all commercial banks in India. The 
transnational banks have shown a significant growth and they are 
known for their personal customer approach and latest marketing 
techniques. Overall, the transnational banks have been helping in 
developing the various sector of economy by making huge 
investments. 
The Mergers and Acquisitions (Ms&As) game in Indian 
context has already created revolutionary ripples in the sphere of 
Indian computer sector. With the entry of transnational into the 
Indian market in the wake of economic liberalization, the Indian 
corporate are induced to enlarge resources and diversify their 
business and products to meet the global onslaughts of competitive 
challenges. During the post 1991 period, corporate India has 
witnessed a flurry of activities of the Ms&As. During the fiscal year 
1998-99 alone, Ms&As deals involving whopping Rs. 151 billion 
were made. Almost all the major sectors of the economy have 
witnessed the entry of TNCs through M&A. Nine years since the 
reforms set in, we see the sell-out to the TNCs as the fastest and 
most significant "globalization" of the Indian business houses. 
From the analysis of the financial performance appraisal of 
top 25 TNCs operating in India under Mergers and Acquisitions 
(Ms&As) arrangement belong to Electrical equipment, electronics, 
diversified and miscellaneous sectors, it is evident that the sales 
performance, profit earnings, net worth and earning per share are 
rising at a steady rate. The financial results of these selected TNCs 
provides a base to corroborate the hypotheses that TNCs operating 
under Ms&As arrangements are creating better market strategies 
and provides better resources, better products which results in high 
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sales, more profit and improved networth, as a result enhanced 
shareholdings value contributing positively to the growth of Indian 
economy. 
Development of social sector is the responsibility of the 
central government and the state government both. It is clear from 
the analysis with regard to the effort of the government in the 
development of social sector that there has been inadequate effort 
by the government of the period under review. It seems that the 
political priorities have taken precedence over the social 
considerations. It is crystal clear that the lack of social services is 
the major hurdle in attracting TNCs to take part in the industrial 
development of the country. The NEP has enlarged the scope of 
activities of TNCs in all the sectors of economy. It is equally 
important to call upon TNCs to invest a part of the profit for 
development of social sector. 
TNCs are the motors of economic progress and prosperity 
so the TNCs and the global social organizations should come 
forward to invest in social sector so that it can help in developing 
the country to establish human dignity, alleviation of human 
sufferings, ignorance, poverty and starvation which act as 
hindrance in establishing a strong industrial base and economic 
structure. 
1 0 . 2 Overall Impact Of Transnational Corporations (TNCs) 
In the Development of Indian Economy: 
The impact of TNCs on Indian economy from the view 
points of micro-parameters gives vent to the fact that TNCs 
business activities in the post NEP period have been on the rise as 
compared to pre NEP period, both in terms of number of foreign 
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collaboration approved and actual inflow of FDI. TNCs from more 
than 60 countries are taking active participation in foreign 
investment. TNCs from the developing countries such as USA, UK, 
Germany, France, Japan, Italy, Switzerland, and great number of 
TNCs from some developing countries such as Mauritius, Korea 
and Malaysia are the prominent investors in Indian market. 
Overall, packages of liberalization policies measures, unleashing 
many of the controls, restrictions and reservation and importantly 
the size of potential consumer market and also the availability of 
cheap technical, professional, skilled and unskilled personal are 
attracting the TNCs, from different countries to invest in Indian 
market. 
The inflow of foreign direct investment through technology 
transfer, joint venture, subsidiary, mergers and acquisitions and 
financial services has increased the capital stock, productive 
capacity, technical know-how, creating international 
competitiveness and managerial skill in India. TNCs have played an 
important role in the mergers and acquisition activity; TNCs were 
involved in about 32 per cent of acquisition and 8 per cent of 
merger cases. Overall, the TNCs through FDI help the economy 
grow and develop. 
The impact of TNCs through macro parameter reveals that 
the Gross Domestic Product (GDP) growth rate, index of industrial 
production, gross domestic capital formation and gross domestic 
savings as per cent of GDP has shown improvement especially 
after the NEP period. There is and overall improvement in Balance 
of Payment (BoP) in post NEP period. The analysis of price indices 
vis-ci-vis the inflation rate produces a mix result, despite the 
achievement of high growth rate of GDP, the inflation has not 
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been caged as desired. The foreign exchange reserves have fairly 
increased during the post-NEP period. The trade balance has 
shown a sign of improvement as the export-import ratio has 
spectacularly improved. So much so that the exports now finance 
nearly 90 per cent of imports against 50 to 60 per cent during 
80 's . The external debt is efficiently managed to reap the gains of 
high growth rate of exchange through keeping maturity structure 
and the amount of commercial debt under manageable limit. The 
impact of TNCs is very much pronounced in terms of inflow of 
non-debt foreign capital i.e. FDI during the post-NEP period. 
1 0 . 3 Findings vis-a-vis Statement of Hypotheses : 
Hypothesis One: 
"That India fulfills the pre-requisites for attracting foreign 
investment by Transnational Corporations (TNCs) in different 
sectors of the economy since the advent of economic liberalization 
regime of July 1 9 9 1 " . 
Since the introduction of NEP in July 1 9 9 1 , Indian 
government adopted various modes to globalize its economy. On 
industrial sector front, provisions and regulations have been 
specially simplified in order to facilitate efficient production. 
Reforms in trade policy have provided enough stimulus to exports 
and overall trade promotion and development. The government 
adopted many reform packages and procedures to attract more and 
more foreign investment. Special concession and repatriability 
norms have been formulated to lure NRIs and TNCs. The Foreign 
Exchange Management (FEMA) bill replaced FERA in 1999. FEMA 
in the wake of rupee being fully convertible on current account and 
partial convertible on capital account will hopefully bring about 
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overall efficiency in the foreign exchange management. The 
government has also begun to explore the feasibility of introducing 
full Capital Account Convertibility (CAC). It seems to have been 
inspired by the burgeoning foreign exchange reserves and the 
relative stability of the exchange value of rupee after the reform on 
the one hand and relatively better performance of the economy in 
the recent years on the other. 
In the infrastructure sector, various reforms are being made 
to lure more foreign investment, uniform tax holiday has been 
increased from 5 years to 15 years for all infrastructure sector 
projects. Foreign investment implementation authority has been 
created to smoothen flow of FDI into the infrastructure sector and 
the import duty structure for project has also been rationalized. 
Financial reform is co-related with the fiscal reform. In the 
changing global economic milieu, financial system control holds 
greater significance for the overall growth and development. It was 
realized that without fiscal reform the economy could not triggered 
off. Fiscal deficit can only be improved by either raising tax and 
non-tax resources or by chopping out the lot of expenditures. The 
Structural Adjustment Programme (SAP) introduced in 1991, 
emphasized the pruning of government expenditure, particularly 
subsidies and bureaucratic expenditure. The actual implementation 
of SAP varied between the centre and the states and also among 
the states. SAP was initiated with the twin objectives of preventing 
macro economic imbalances on the one hand, and acceleration of 
long-run growth of income and standard of living on the other. 
The most significant changes have taken place in capital 
market. Capital market plays a vital role in new economic 
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arrangements. Reforms have been implemented in capital market, 
to attract more investors. Government of India established a 
regulatory body namely SEBI to control and regulated activities of 
the capital market and ensure the interest of investors. 
Modernization of stock exchanges and introduction of buy back of 
shares, Demat trading are recent steps in this direction in a bid to 
globalize the capital market. 
Banking sector and insurance sector have also witnessed 
the impact of liberalization. RBI announced reduction in CRR, SLR 
and time factors in various related transactions. Private and foreign 
banks are invited to operate in banking services. Insurance sector 
has been thrown open to the private sector. Now foreign as well as 
domestic private companies can operate in these sectors ensuring 
improved and qualitative service to the customers. 
The whole economic scene has undergone a drastic change. 
The major achievements of the economic reforms can be reckoned 
with in terms of huge amount of inflows of foreign capital, not 
only foreign direct investment but also portfolio capital, which 
helped India to emerged as one of the potential consumer markets 
in Asia. It can be deduced that India fulfills the pre-requisites for 
attracting foreign investment in different sectors of the economy, 
hence, hypotheses one is proved positively. 
Hypothesis Two: 
"That the global TNCs are making investment in a big way 
in post-NEP period in business arrangements of FDI, transfer of 
technology, joint ventures, subsidiaries, merger and acquisition and 
financial services and thus contributing to the growth and 
development of the different sectors of Indian economy". 
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Foreign investment has been a major factor in stimulating 
economic growth and development in recent times. The structural 
changes and international integration have made foreign 
investment a coveted tool of economic development. Foreign 
collaboration approvals and actual inflow of FDI by TNCs in post 
NEP period (1991 to Feb. 2000) shows a rising trend. TNCs 
have brought in new technologies and products that our domestic 
companies are unable to evolve. FDI through TNCs helps in several 
stages of industrial development by providing upto date technology 
to Indian companies and to determine purchase prices on 
commercial considerations rather than on those imposed by the 
government. Mergers and Acquisitions are very important TNCs 
market entry as well as growth strategy. It is helping the economy 
in acquiring new technology and creating huge market and 
distribution network. 
The financial service sectors are creating new concepts and 
thus they have enough that they can sell. Their prime attention is 
on the formation of sound marketing mix as they believe in the 
philosophy of improving quality, expanding market, maximizing 
the range of profit and thus making possible a fine fusion between 
customers and generating profits. 
The Indian economy is set on high growth path since the 
advent of NEP. The consequential increase of capital flows in 
variety of arrangements i.e. FDI, transfer of technology, joint 
ventures, subsidiary, merger and acquisition and financial services 
are helping in capital accumulation, technological progress and 
creating international competitiveness. It is crystal clear from the 
foregoing analytical study that in the post NEP period the activities 
of TNCs in Indian economy have substantially increased. The TNCs 
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are now poised to invest more in India through increasing their 
equity stake in their Indian counterparts, setting up more joint 
ventures, subsidiaries, merger and acquisition and tending to have 
entered into more strategic alliances. Their participation in 
multifarious ways has contributed towards increased production, 
enhanced exports and qualitative marketing strategy integrating 
Indian economy with global economies. The second hypothesis is 
thus positively proved. 
Hypothesis Three: 
" That TNCs are the major contributor in developing Indian 
economy to fall in line with the globol economies, helping India 
emerge as a Asian economic giant in the 2 1 " century." 
In the post reform period there has been overall 
improvement and recovery in macro stabilization indicators -Gross 
Domestic Product (GDP) growth rate, index of industrial 
production, gross domestic capital formation and gross domestic 
savings and investments as per cent of GDP have shown a sign of 
recovery and improvement. There is a drastic cut in the gross fiscal 
deficit both in centre and state. The current account balance and 
foreign exchange reserves have substantially improved. The trade 
balance has also shown a sign of improvement but not as much as 
current balance. The export-import ratio has also spectacularly 
improved. The import cover up of foreign exchange reserves has 
improved significantly during the post-NEP period. The most 
crucial parameter of measuring economic heahh is Balance of 
Payment (BoP). The analysis with the regard to the balance of 
payment reveals that there has been over all improvement in 
balance of payment in post-NEP period. External debt management 
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appears to be top priority of the government to reap the gains of 
high growth rate of export through keeping maturity structure and 
the amount of commercial debt under manageable limit. Here the 
impact of TNCs is very much pronounced in terms of bringing no 
debt-creating foreign capital. The growth of employment in the 
private sector is more than public sector during the post NEP 
period. The reason for this is that the large number of TNCs is 
entering with huge investment in financial services, 
pharmaceutical, telecommunication, automobiles, and engineering 
and electronics industries. The presence of TNCs has increased the 
demand for skilled, semi-skilled and highly skilled technicians. 
With the advent of economic liberalization regime, TNCs 
businesses in India have galvanized, contributing positively towards 
the overall growth and development helping India emerge as a 
Asian economic giant in the 2 1 " century. The Research Scholar is, 
however, apprehensive of certain areas of TNCs operations in 
India, which he has elaborated in the Suggestions and 
Recommendations part. 
1 0 . 4 Sugges t ions and Recommendations: 
In the post-NEP, the Indian economy has witnessed drastic 
policy and procedural changes for the inflow of FDI. However, 
much more is still needed to be done in the realm of policy 
formulation focussing FDI, such as, single window clearance for 
strategically significant projects i.e., telecommunication, 
information and technology, power and the projects in other vital 
sectors of the economy. In this connection it is essential that there 
should be clear line of demarcation for the investment through 
automatic route and FIPB route in respective sectors. 
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The foreign investors are skeptical with regard to labour 
laws. The labour laws need to be streamlined and suitably amended 
for unimpeded flow of foreign investment. 
The enabling policy framework in compatibility with WTO 
provisions, such as, IPR and TRIM need be tuned for facilitating 
promotion of trade and investment. However, the larger interest of 
the country should be protected. 
The reforms in financial sector, banking sector, insurance 
sector, public sector, fiscal and monetary policies need to 
rationally continue for the benefit of both the Indian corporates 
and the TNCs. 
On the tax front, the picture is somewhat grim. The drop in 
the share of direct taxes and relatively high share of commodity 
taxes indicate an inappropriate tax mix. The paradigm shift in the 
policy of the government to corporate tax is an indicative of giving 
priority to foreign investors. In a liberalized environment, 
rationalized tax laws for global competitiveness should govern the 
industry. 
The TNCs show interest in setting up their business houses 
in those areas where the infrastructural facilities are adequate 
enough. They avoid investment in the rural areas and the states 
with inadequate infrastructural facilities. This kind of investment 
bias by TNCs would lead to regional imbalance. In order to avoid 
such condition, the state government together with the central 
government should come forward with policy packages in terms of 
incentives and tax relaxations for TNCs to invest in rural areas, 
which are endowed with factors of production. Besides, the 
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government should also frame-up the policy to develop the 
infrastructure in the regions potential for investment. 
The TNCs evince keen interest in producing only those 
products where the margin of profit is much higher. They do not 
take low margin profit products into consideration. The 
government should introduce policy package to increase the role of 
free market in relation to entry and operation of FDI. The 
government should come up with more incentives in the areas 
where the profit margin is low to attract more TNCs to invest in 
these areas. 
The TNCs generally follow high-tech intensive production 
process, adversely affecting over all scheme of employment 
generation. The government should invite TNCs to undertake the 
projects for investment, leading to absorption of unemployed 
hands of the country. The TNCs should also be encouraged to 
invest in technology for development of the agricultural sector. 
In the face of ongoing liberalization for globalization of the 
economy, it now becomes mandatory that the government should 
increase its national expenditure on R&D for better research and 
development programmes. In this endeavor, the TNCs should be 
made to participate in terms of FDI, technology and exchange 
programmes for interaction of scientists through seminar, 
symposia and workshops. 
The foreign investment by TNCs is contemplated to 
impact the income distribution within the host country. They 
exploit the local savings and adopt the policy of less capital and 
more borrowings. As a consequence, they tend to monopolize the 
best investment opportunities in the host country to the detriment 
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of state companies and private capitalist, inducing the latter to 
remit their capital abroad rather than invest in unpromising 
projects at home. In order to avoid this situation, it is essential 
that the government should speed up the liberalization process 
with greater transparency and stability, according incentives for 
increased FDI inflows by the TNCs. The announcement made by 
the central government to resort to second generation of reform 
measures would be a welcome step in this direction. 
There is a growing feeling that the TNCs transfer only 
obsolete technology or machine to the foreign collaborators. To 
avoid this, the government should work out the needs and 
requirements of technology appropriately suitable to the country, 
and should also evaluate the terms and conditions of different 
suppliers and proceed cautiously with the programme of import of 
foreign technology. 
High and sophisticated technology transferred by TNCs 
does not match with the atmosphere of Indian industries. To off 
set this, emphasis should be given on import of technology from 
only developing countries, such as, Singapore, Korea, Malaysia 
and Indonesia. The socio-economic set up of these countries is 
much similar to that of the Indian industrial culture. The 
government technology policy should identify and pin point 
technological gaps, the sources of innovations and the efficiency of 
R & D . 
In order to strengthen the industrial base in terms of 
suitable technology, the government, the corporate and the TNCs 
should join hands for establishment of more subsidiaries and joint 
ventures in the country. A proper study should be made before the 
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import of technology with regard to quahty of technology and the 
price paid for it. 
Transnational Corporations are creating the dilution of 
cultural and social values through strong advertising campaign 
weakening the emotions and excitement for nationalistic 
sentiments. It is also widening the gap between rich and poor and 
corrupting the public officials. To check this, government should 
keep a strict vigilance towards the - advertisements which can 
distort the cultural and social values of the country. 
TNCs are keenly interested in establishing 100% 
subsidiaries and they are shifting the large chunk of profit to their 
parent company. To check this practice, government should take 
some corrective measures for maintaining shareholders confidence 
in domestic companies. 
TNCs are also shifting their fast moving and profitable 
products from Indian affiliates to their 100% subsidiaries, as a 
result, the profitability of the affiliates are affected, shattering the 
confidence of the Indian share holders. The government should 
check these activities through policy framing in the larger interest 
of the Indian corporates. 
The strategic alliances through merger and acquisitions 
should be encouraged for better resources, quality products and 
sizeable market penetration. 
The newly emerging species of foreign investors, such as, 
NRIs / OCBs, GDRs / ADRs in post-NEP period are beheved to 
shape the destiny of the Indian economy as substantial amount of 
funds has been governed through them. In order to garner and 
raise funds through these routes the government should pay 
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attention to further remove the procedural impediments and legal 
implications such as, more incentives to the NRIs through 
introduction of some more lucrative schemes, minimum legal 
procedural barriers for raising fund through GDRs / ADRs. 
The TNCs along with the Indian corporates and government 
should be made committed to come forward to share the 
responsibility of developing the social sector in India, in terms of 
alleviation of hunger, ignorance and poverty, investment for quality 
education, healthy sanitation and concern for the neat and clean 
environment. TNCs must be convinced that investment in the 
social sector is a commitment to a humanity and not to a political 
agenda of any nation or group of nations. 
Our future policy announcement should now lay 
considerable emphasis on attracting both types of foreign 
investment, including direct and indirect, for a long- term stable 
growth of the economy. The findings of the study reveal that 
greater number of financial services, spate of mergers and 
acquisitions, technological collaborations, host of subsidiaries and 
joint ventures have been witnessed in post-NEP period, 
contributing to the growth of various sectors of the economy. 
1 0 . 5 Direction For Future Researches: 
The present thesis has critically delved into the varied facets 
and dimensions of foreign investments by transnational 
corporations in terms of FDI inflows, transfer of technology, joint 
ventures and subsidiaries, Ms&As and financial services in India. 
The study has further proceeded to assess the impact of 
transnational corporations on the development of Indian economy 
in the wake of economic liberalization for globalization. Based on 
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the findings of the study, suggestions have been offered by the 
Research Scholar for attracting substantial amount of foreign 
investments. The study has also pointed out towards certain lurking 
threats keeping in view the freedom of TNCs operating under 
liberalization regime. The study has therefore given warning 
signals for the government of India to further streamline 
liberalization policy-packages, so that maximum leverage can be 
availed of from TNCs businesses in India. 
The study is of tremendous academic utility contributing to 
the existing stock of knowledge on the subject matter of global 
finance. It has successfully provided the logical framework of the 
study for making profound application to the areas and scope of 
operation of Indian TNCs abroad - not covered under the gamut 
and scope of the present study on account of time constraint, 
vastness of the scope of the subject-matter and lack of relevant 
structured data. 
In fact, Indian TNCs is spreading over a large number of 
countries encompassing a wide range of industries. India's foreign 
investment in developing countries covers Africa, the Middle East, 
South and Southeast Asia. 
A separate study is required to throw light on multifarious 
aspects of Indian TNCs investing abroad in terms of analysing 
trends in pattern of investment by way of equity i.e. FDI, joint 
ventures, subsidiaries and transfer technology. In the wake of 
economic liberalization, the government of India has made 
provision for automatic approval for Indian direct investment and 
joint ventures and wholly owned subsidiaries abroad. The study is 
required to delve into the liberalization policy packages for Indian 
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equity investment in joint ventures and wholly-owned subsidiaries 
abroad in the context of the new Liberalized Exchange Rate 
Management System (LERMS) policy as well as the simplification 
of procedures abroad by Indian business corporates. 
The subject matter of technology transfer among developing 
countries with focus on India has, of late, warranted closer scrutiny 
and more intensive study. With globalization of international trade, 
there has been a growing realization among our policy makers that 
developmental strategies should be evolved to share technology 
transfer among developing countries themselves in specific area of 
operation to facilitate an increase in trade flows and to help 
maximize welfare with increment in total product. This aspect 
needs to be researched critically and thoroughly. 
Trade in services or in other words, internationalization of 
services helps in foreign exchange earnings that form a part of the 
invisible earnings. Such earnings lessen the current account deficit 
and solve a major problem of the developing countries have to 
face. In India, where the planners are contemplating to bring down 
the current deficit to the possible minimum i.e. 1.4 to 2 per cent 
of the gross domestic product, trade in services, more particularly 
the financial services, has a crucial role to play in the process of 
economic development. A project is needed to be undertaken 
separately to research all the aspects of trade in services in the 
context of economic liberalization for globalization. 
In fine, the Indian TNCs operating abroad by means of 
various business arrangements viz., FDI, joint ventures, subsidiaries 
and services are yet another significant potential spheres to 
determine the impact of economic development of India. 
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Appendix-1 
Number of Parent Corporations and Forcgin Afffiliates, by 
Area and Economy, Latest Available Year 
Developed Economies 
Western Europe 
European Union 
Austria 
Belgium 
Denmark 
Finland 
France 
Germany 
Greece 
Ireland 
Italy 
Netherlands 
Portugal 
Spain 
Sweden 
United Kingdom 
Other Western Europe 
Iceland 
Norway 
Switzerland 
Japan 
United States 
Other Developed Economies 
Australia 
Canada 
New Zealand 
South Africa 
Developing Economies 
Africa 
Ethiopia 
Mali 
Seychelles 
Swaziland 
Zambia 
Zimbabwe 
Year 
1996 
1997 
1998 
1997 
1996 
1996 
1991 
1994 
1995 
1993 
1997 
1998 
1998 
1997 
1998 
1997 
1995 
1998 
1996 
1998 
1997 
1998 
1997 
1998 
1999 
1998 
1996 
1997 
1998 
Parent 
Corporations 
based in 
economy 
49806 
39415 
33939 
897 
988 
9356 
1963 
2078 
7569 
— 
39 
966 
1608 
1350 
857 
5183 
1085 
5476 
70 
900 
4506 
4334 
3382 
2675 
596 
1722 
217 
140 
9246 
43 
— 
3 
— 
30 
2 
8 
Foreign 
Affiliates 
located in 
economy 
94623 
62226 
53373 
2362 
1504 
2035 
1200 
9351 
11445 
798 
1040 
1630 
2259 
58009 
7465 
3950 
2525 
8853 
79 
3000 
5774 
3321 
18711 
10365 
2550 
4562 
1106 
2147 
238906 
429 
21 
33 
30 
134 
175 
36 
Latin America And The 
Caribbean 
Bolivia 
Brazil 
Chile 
Colombia 
El Salvador 
Guatemala 
Guyana 
Jamaica 
Mexico 
Paraguay 
Trinidad & Tobago 
Uruquay 
South East & South East Asia 
Banqladesh 
China 
Honq Kong 
India 
Indonesia 
Korea 
Malaysia 
Manqolia 
Pakistan 
Philippines 
Singapore 
Sri Lanka 
Taiwan 
Thailand 
West Asia 
Oman 
Saudi Arabia 
Turkey 
Central Asia 
Kyrgyzstan 
The Pacific 
Fiji 
Papua New Guinea 
Tonga 
Central & Eastern Europe 
Albania 
Armenia 
Belarus 
1996 
1998 
1998 
1998 
1990 
1985 
1998 
1997 
1993 
1995 
1997 
1997 
1997 
1997 
1998 
1995 
1995 
1998 
1998 
1998 
1993 
1995 
1995 
1995 
1990 
1992 
1995 
1989 
1995 
1997 
1997 
1999 
1998 
1998 
1998 
1994 
2594 
-
1225 
478 
877 
~ 
— 
4 
— 
— 
— 
10 
~ 
6067 
143 
379 
500 
187 
313 
4488 
— 
— 
57 
— 
— 
— 
— 
— 
449 
92 
— 
357 
9 
9 
8 4 
— 
— 
84 
850 
— 
~ 
-
26577 
257 
8050 
3173 
4468 
225 
287 
56 
156 
8420 
109 
1183 
123 
206148 
288 
145000 
5312 
1416 
3472 
5137 
3787 
1100 
758 
14802 
18154 
139 
5733 
1050 
1948 
351 
1461 
136 
1041 
1041 
2763 
151 
2342 
270 
174710 
1239 
157 
393 
Ill 
Bulgaria 
Croatia 
Czech Republic 
Estonia 
Hungary 
Lithuania 
Poland 
Romania 
Russian Federation 
Slovakia 
Slovenia 
Ukraine 
Wotid 
1994 
1997 
1999 
1999 
1998 
1998 
1998 
1998 
1994 
1997 
1997 
1998 
26 
70 
660 
— 
— 
16 
58 
20 
— 
— 
_ 
_ 
59902 
918 
353 
71385 
3066 
28772 
1778 
35840 
9195 
7793 
5560 
1995 
7066 
508239 
Source World Investment Report,1999. 
IV 
Appendix-2 
The Ten Largest Cross-Border M&A Deals, Announced In 1998 and 1999 
1998 
British Petroleum Co. PLC (UK) - Amoco Corporation (USA) 
Daimler-Benz AG (Germany)- Chrysler Corporation (USA) 
ZENECA Group PLC (UK)- Astra AB (Sweden) 
Hoechst AG (Germany)- Rhone-Poulenc SA (France) 
Scottish Power PLC (UK)- Pacific Corporation (USA) 
Total SA (France)- Petrofina SA (Belgium) 
Universal Studios lnc.(USA)-PolyGram NV (Philips Electronics) (Netherlands) 
Deutche Bank AG (Germany)- Bankers Trust New York Corporation (USA) 
Northern Telcom Ltd (BCE Inc) (Canada)- Bay Networks Inc.(USA) 
Texas Utilities Company(USA)- Energy Group PLC (UK) 
1999 
Air Touch Communications (USA)- Vodafone Group PLC (UK) 
US West Inc.(USA)- Global Crossing Ltd.(Bemnudas) 
ARCO (USA) - BP Amco PLC (UK) 
Hoechst AG (Germany) - Rhone -Poulcnc SA (FrarKe) 
YPF SA - (Argentina) - Repsol SA (Spain) 
British Aerospace (UK) - Marconi Electronics (USA) 
Frontier Corporation (USA) -Global Crossing Ltd. (Bcrmadus) 
Trans Corporation (USA)- Acgon NV (Netherlands) 
ASDA Group PLC (UK) - Wal Mart Stores Inc.(USA) 
Case Corporation (USA)- New Holland (New Holland Hldg) (Netherlands) 
Value 
($biUlon) 
55.0 
40.5 
31.8 
21.2 
12.6 
11.5 
10.3 
9,1 
9.0 
8.8 
65.9 
51.1 
33.7 
28.5 
17.1 
13.0 
12.5 
10.8 
10.7 
8.7 
Source-. World Investment Report,1999. 
Appendix - 3 
Mergers and Acquisitions During 1 9 9 1 - 1 9 9 9 
Acquirer/Bidder 
Aarti Oranics 
Abhijit Rajan 
Aegis chemicals 
AFT Industries 
Akar Group 
Akar Group 
Alcatel 
Alliance DLJ 
Anchor Financial Services 
Arvind Mafatlal Group 
Asea Brown Boveri 
B.D. Bangur Group 
Bagri Family 
Bayer Industries 
BBLIL 
BBLIL 
BPL 
British Gas 
BSES 
Carborundum Universal 
Chemilnova Agro 
Target 
Saivigor 
Gammon India 
Amit Alcohol & Carbon Dioxide 
Empire Plantations 
Sharp Industries 
Uvifort Metalizers 
Priyaraj Electronics 
BFL Software 
Shrenik Securities 
Iveon Laboratories 
Lenzohm Electrical 
GKW 
Hindustan Sanforisers 
ABS Industries 
Kissan 
Milkfood Ice Cream 
Uptron CPT 
Gujarat Gas 
Orissa Power Supply Corp. 
Cuttfast Abrasives 
Lupin Agrochemicals 
Period 
NA 
Nov.1993 
June. 1996 
Aug, 1996 
May, 1996 
Feb, 1995 
Jan, 1994 
April, 1997 
Jan, 1997 
Oct, 1996 
Apr, 1997 
Aug, 1994 
May, 1997 
Oct, 1996 
Apr, 1996 
April, 1995 
May, 1996 
July, 1997 
Dec, 1996 
Mar, 1996 
Sep, 1997 
Status 
A 
A 
A 
A 
A 
A 
B 
B 
B 
A 
A 
A 
B 
A 
A 
A 
A 
A 
A 
A 
A 
VI 
Cherry Fashions 
C-Mac industries 
Coca-Cola Co. 
ConAgra Inc. 
Crompton Greaves 
Cyanamid 
Dil Vikas Finance 
Dresdner Klelnwort 
DSM 
Duncon Indust. 
EID Parry 
EID Pary 
Electrolux 
Elpro International & RCA 
Esab India 
Essar Group 
Essar Group 
Eveready Industries 
Exide Industries 
Feinchemie Schwebda 
FI Group Pic 
Fidelity Industries 
Gabriel India 
GE Capital 
Unity Agrotech Indus. 
Centum Electronic 
Parle Exports Brands 
ITC Agro-Tech 
Goa Electricals 
Wyeth Laboratories 
Eld Dorado Securities 
Ind Global Shares & Secutiries 
Alpha Drugs 
ICI's Fertilezers div. 
Bharat Pulverising 
Falcon Gulf Ceramics 
Maharaja International 
Mukund Flexpack 
Maharashtra Weldaids 
Tamilnadu Mercantile Bank 
Sterling computers 
Madhura Tea State 
Standard Batteries 
Enzymes Pharma 
IIS Infotech 
Swastik Rubber Products 
Stallion Shox 
SRF Finance 
Feb, 1997 
Oct, 1997 
Sep, 1993 
July, 1997 
A u g , 1 9 9 7 
Apr, 1996 
Oct. 1997 
May, 1997 
Dec, 1996 
Ja, 1994 
Dec, 1995 
Jan, 1995 
Jan, 1995 
Nov, 1997 
May, 1994 
Oct, 1995 
Oct, 1996 
Oct, 1997 
Nov, 1997 
Dec, 1996 
Dec, 1997 
Feb, 1997 
Dec, 1995 
May, 1997 
A 
A 
A 
B 
A 
A 
A 
A 
A 
A 
A 
A 
A 
B 
A 
B 
A 
A 
A 
A 
B 
A 
A 
A 
Vll 
GEC Alsthom 
Gillette 
Gilletc 
GKW 
Glaxo India 
Glaxo India 
Glaxo India 
Goodricke Group 
Heinz 
Henkel Spic India 
Hindustan Lever 
Hindustan Lever 
Hindustan lever 
Hindustan Lever 
Honda Motor Co. 
iCICl 
IFB Industries 
US Infotech 
Inchcape 
Infar 
Kirloskar Electric 
Knoll Pharma 
Kopran 
Krone 
Modi Mirnees 
Parle 's oralcare division 
Harbans Lai Maihotra and Sons 
Powmex Steels 
Biddle Sawyer 
Meghdoot Chemicals 
Croydon Chemical Works 
Himalaya Tea Garden 
Glaxo's food division 
Calcutta Chemicals 
East Cost Fertilizer 
Lakme 
TOMCO 
Vashisti Detergents 
Shriram Honda Power 
ITC-Classic Finance 
RHW India 
ECICS Information Technology 
Gestetner India 
BE Animal Health 
UB-Mec Batteries 
Boots Pharma 
Kampala Pharma 
Krone Communications 
Sept, 1997 
Mar, 1997 
Oct, 1996 
Dec, 1996 
Oct. 1997 
Oct., 1997 
Oct, 1997 
Feb, 1996 
Oct, 1994 
July, 1997 
Jan, 1994 
Feb, 1998 
Mar, 1994 
Feb, 1996 
July, 1997 
Nov, 1997 
Oct, 1996 
May, 1996 
Jan. , 1994 
July, 1997 
Oct, 1996 
Apr, 1997 
Oct., 1996 
May, 1996 
B 
A 
B 
A 
A 
A 
A 
A 
B 
B 
B 
A 
A 
A 
B 
A 
A 
A 
A 
A 
A 
A 
A 
A 
vin 
KSB Engg. 
Kumupulan Emas Berhard 
Kuonl Travel 
Lambweston 
Leader Cables 
Mannesmann VDO 
Mcrind 
Merloni 
Micro Plantae 
N. Prasad & others 
Nagarjun Steels 
NEPC 
NEPC 
NEPC 
Nestle 
Nicholas Piramal 
Nicholas Piramal 
Nicholas Piramal 
NRl Investments 
Oriental Bank 
Oriental Bank 
Pepsi Co. India 
Pharma Products 
Phillips Carbon Black 
MIL Controls 
Palmtech Indiaq 
STOC 
Tarai Foods 
incab 
International Instruments 
Tata Pharma 
Racold Appliances 
Temptation Foods 
Vorin Laboratories 
Penar Steels 
Damania Airways 
South India Cements 
ModiLuft 
NDDB's Dempo Dairy 
Sumitra Pharma 
Roche Products 
Bochringer Mannheim India 
Trans plastics 
Punjab Cooperative Bank 
Bari Doab Bank 
Duke & Sons 
Wander India 
Gujarat Carbon & Industries 
Aug, 1997 
Oct, 1997 
May, 1997 
Apr, 1996 
Sep, 1996 
Nov., 1997 
Aug, 1997 
Dec, 1996 
Jan, 1996 
Jun, 1996 
Dec. 1997 
Sep, 1995 
Dec, 1995 
March, 1996 
July, 1992 
Oct, 1995 
No. 1993 
July, 1997 
Jan, 1997 
Mar, 1997 
March, 1997 
Jun, 1996 
Mar, 1996 
June, 1996 
A 
B 
A 
A 
A 
A 
B 
A 
A 
A 
A 
A 
A 
B 
B 
A 
A 
A 
A 
B 
B 
A 
B 
A 
IX 
Phillips Carbon Black 
Plysindo 
Polysindo 
Portacom Wireless 
Praxair India 
Praxair India 
Premier Synthetics 
Pressman Group 
Ranbaxy Laboratories 
Redly Chemicals 
REPL Engineering 
RPG Enterprises 
RPG Enterprises 
Sabroe Refrigeration 
Sara Lee 
Sara Lee 
Shaw Wallace 
Siemens 
Siemens 
Simoco 
SIS Sharebrokers 
SPIC 
SPIC 
Sun Pharma 
Carbon & Chemicals 
Best & Crompton Engg 
JCT's synthetic fibre division 
Microwave Communication 
Jindal Praxair Oxygen 
Hindustan Gas 
Blue Blends petrochemicals 
Comfort Inn 
Croslands Research 
Armour Polymers 
Eltrol 
Fibreglass Pilkington 
HHS Telecom Services 
ABB Alfa Stal Refrigeration 
Transelektra 
Nutrine Confectionery 
East Coast Breweries 
Punjab Communication 
Webel Tclematik 
Phillips Telecom Indst. 
Springfield Securities 
UB Petroproducts 
Ind-ltal Chemicals 
Carco Pharma Labs (US) 
Jun, 1997 
Aug, 1997 
Sep, 1997 
May, 1997 
Nov, 1997 
Jun, 1995 
Feb, 1997 
Apr, 1996 
Feb, 1997 
Oct, 1996 
Oct, 1996 
1994 
Sep, 1996 
July, 1997 
Oct, 1995 
Dec, 1997 
May, 1994 
Jan, 1994 
March, 1994 
March, 1997 
July, 1997 
Sept, 1995 
Feb, 1996 
Aug, 1997 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
B 
B 
A 
B 
A 
A 
A 
A 
A 
A 
A 
A 
Sun Pharmaceuticals 
Sun Pharmaceuticals 
Sun TV 
TSWA International 
Yokogawa Electric 
MJ Pharmaceuticals 
Knoll Pharmaceutical 's Plants 
Gemini TV 
Anthem Communications 
Yokogawa Blue Star 
Nov, 1996 
Feb, 1996 
Oct, 1996 
Dec, 1997 
Jan, 1997 
A 
A 
A 
B 
A 
Source; Business Today-Vol. 7, No. 5, New Delhi, March 7 -21 , 1998 , 
pp. 74-75 . 
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Appendix - 7 
Financial Trends of Top 25 TNCs in India Under Joint Venture Arrangement in Post-NEP Period 
(1991-1999) 
SALES 
(Rs. In Crore) 
Name of Industry 
Automobiles 
DCM-Daewoo Motors Ltd. 
Escorts Yamaha Motors Ltd. 
Hero Honda Ltd. 
rVS-Suzuki Ltd. 
Eichcr Motors Ltd. 
Engineering/Electrical 
Alfa Laval (India) Ltd. 
Ingcrsoll-Rand (India) Ltd. 
Otis Elevator (India) Ltd. 
Carrier Aircon Ltd. 
Sandvik Asia Ltd. 
Food Products/Personal Care 
Britannia Industries Ltd. 
Colgate-Palmolive Ltd. 
Smithkline Beecham (Consu.) 
Lotus Chocolate 
Miscellaneous 
Clariant India Ltd. 
Colour-Chem Ltd. 
CRB Capital Market Ltd. 
Finolex Cables Ltd. 
Goodlass Nerolac Paints 
Indian Almunium Co. Ltd. 
Smithkline Beecham (Pharma) 
Basf India Ltd. 
Usha Beltron Ltd. 
Blue Star Ltd. 
Hindustan Lever Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
--
998.54 
239.52 
116.38 
132.65 
80.54 
1071.97 
271.38 
168.77 
15943 
87.06 
938.56 
301.50 
186.14 
182.22 
106.78 
1014.73 
364.65 
271.74 
194.54 
132.78 
1347.54 
477.13 
408.85 
208.62 
598.34 
1303.88 
632.74 
618.32 
212.54 
305.38 
1144.40 
767.19 
1018.62 
236.52 
277.19 
1250.63 
1149.07 
1313.10 
612.50 
508.25 
1294.42 
2245.29 
1752.38 
564.41 
121.58 
131.21 
71.54 
42.55 
71.32 
143.44 
172.34 
8909 
55.08 
75.88 
162.80 
192,58 
93.82 
4901 
68.88 
208.88 
203.84 
104.37 
72.75 
95.19 
231.86 
211.72 
122.07 
138.71 
137.96 
238.02 
271.80 
191.28 
230.67 
152.54 
182.34 
292.52 
197.33 
252.55 
168.93 
178.78 
312.68 
232.43 
282.38 
182.58 
202.83 
.342.25 
292.82 
312.62 
192.63 
38963 
378.25 
201.53 
-
431.92 
421.69 
210.63 
--
447.85 
494.73 
231.30 
--
442.85 
602.24 
295.48 
198.54 
518.87 
681.57 
3CJ.89 
262.21 
602.38 
850.34 
582.35 
312.84 
824.27 
945.90 
645.62 
398.26 
1002.45 
955.68 
705.72 
481.52 
113963 
1073.71 
610.23 
51963 
--
--
- • 
128.22 
112.54 
538.22 
122.46 
98.68 
32.54 
91.66 
1781.06 
168.54 
15953 
12.80 
164.72 
152.58 
663.26 
147.34 
133.27 
53.94 
109.54 
2073.90 
285.63 
181.29 
18.63 
243.69 
237.64 
778.69 
123.44 
154.79 
102.78 
112.28 
2432.43 
289.53 
214.41 
31.61 
247.74 
271.52 
838.63 
187.77 
177.95 
111.80 
169.54 
3236.22 
318.38 
261.00 
100.44 
367.70 
238.23 
1044.63 
214.97 
210.34 
179.31 
297.48 
3763.44 
144.46 
303.68 
128.96 
487.66 
395.51 
1184.61 
22992 
241.58 
192.23 
373.00 
8232.50 
192.28 
32954 
146.54 
552.51 
415.63 
1214.52 
258,23 
282.32 
218.58 
443.49 
9236.81 
218.54 
363.21 
182.91 
618.93 
458.52 
1315.62 
282.50 
31254 
262.43 
421.70 
9862.30 
298,68 
391.58 
212.33 
712.52 
485.33 
1415.22 
297.65 
35963 
295.88 
475,00 
10133.5 
XXVI 
Financial Trends of Top 25 TNCs in India Under Joint Venture Arrangement in Post-NEP Period 
(1991-1999) 
NET-PROFIT 
(Rs. In Crore) 
Name of Industry 
Automobiles 
DCM-Daewoo Motors Ltd. 
Escorts Yamaha Motors Ltd. 
Hero Honda Ltd. 
TVS-Suzuki Ltd. 
Eicher Motors Ltd. 
Engineering/Electrical 
Alfa Laval (India) Ltd. 
Ingersoll-Rand (India) Ltd. 
Otis Elevator (India) Ltd. 
Carrier Aircon Lid. 
Sandvik Asia Ltd. 
Food Products/Personal Care 
Britannia Industries Ltd. 
Colgate-Palmolive Ltd. 
Smithkline Beecham (Consu.) 
Lotus Chocolate 
Miscellaneous 
Clarianl India Ltd. 
Colour-Chem Ltd. 
CRB Capital Market Ltd. 
Finolex Cables Ltd. 
Goodlass Nerolac Paints 
Indian Almunium Co. Ltd. 
Smithkline Beecham (Pharma) 
Basf India Ltd. 
Usha Beltron Ltd. 
Blue Star Ltd. 
Hindustan Lever Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
• -
12.36 
15.48 
3.18 
4.15 
12.32 
13.14 
1618 
3.20 
5.16 
-13.90 
9.14 
15.63 
3.78 
8.13 
-11.14 
11.73 
15.44 
18.04 
12.68 
•8.61 
5093 
19.44 
33.75 
16.92 
49.86 
85.72 
26.34 
35.16 
28.54 
51.51 
91.21 
50.36 
39.15 
42.96 
59,63 
101,54 
76,60 
52.12 
53.92 
63.82 
181.22 
84.52 
58.16 
6054 
13.82 
16.54 
2,58 
-0.92 
6.80 
14.04 
18.21 
2.79 
-0.98 
5.23 
14.59 
21,04 
2.89 
-1.53 
5.31 
18.38 
23.31 
3.45 
3.25 
12.07 
20.20 
23,90 
8.92 
11.67 
17.46 
18.66 
2615 
11.51 
18.37 
22.30 
16.54 
28.54 
17.34 
21.54 
26.58 
12.68 
31.63 
18.92 
28.62 
32,45 
18.25 
35.42 
21.23 
31,79 
38,21 
9.63 
39.21 
23.33 
-• 
1078 
41.06 
17.06 
-
12.85 
48.37 
2092 
-
11.86 
57.63 
27.20 
16.54 
18.39 
71.79 
35.66 
:i.22 
1601 
77.85 
3922 
23.58 
18.54 
84.62 
48.48 
28.91 
1921 
91,52 
59,63 
33.63 
21,52 
98,63 
69,28 
45,42 
- • 
--
--
10.63 
6.15 
31.43 
9.68 
6.54 
1.22 
1.78 
89.51 
654 
5.17 
1.87 
12.85 
6.52 
34.26 
1027 
8.82 
2.79 
2.32 
98.48 
7.37 
8.65 
17.53 
28.86 
7.46 
42.90 
7.99 
9.16 
13.46 
4.69 
127.27 
7.23 
14.93 
21.70 
3037 
8.22 
51.08 
15.04 
9.96 
17.21 
8.25 
189.96 
18.21 
15.94 
45.68 
49.68 
13.38 
91.79 
16.28 
13.03 
28.13 
12.68 
23922 
662 
19.03 
52.32 
55.10 
17.50 
114.24 
1649 
20.09 
2939 
20.53 
268.55 
7.54 
21.43 
56.54 
59.17 
21.54 
121.21 
20.21 
27.52 
36.33 
23,69 
312.29 
8.92 
23.64 
58.21 
65.12 
2920 
127.54 
23.54 
33.46 
3942 
25.82 
332.58 
9,68 
24,68 
62,48 
75,14 
3952 
132,22 
32,22 
38,21 
45,21 
3059 
416,32 
xxvu 
Financial Trends of Top 25 TNCs in India Under Joint Venture Arrangement in Post-NEP Period 
(1991-1999) 
INTEREST 
(Rs. In Crore) 
Name of Industry 
Automobiles 
DCM-Daewoo Motors Ltd. 
Escorts Yamaha Motors Ltd. 
Hero Honda Ltd. 
TVS-Suzuki Ltd. 
Eicher Motors Ltd. 
Engineering/Electrical 
Alfa Laval (India) Ltd. 
Ingersoll-Rand (India) Ltd. 
Otis Elevator (India) Ltd. 
Carrier Aircon Ltd. 
Sandvik Asia Ltd. 
Food Products/Personal Care 
Britannia Industries Ltd. 
Colgate-Palmolive Ltd. 
Smithkline Beecham (Consu.) 
Lotus Chocolate 
Miscellaneous 
Clariant India Ltd. 
Colour-Chem Ltd. 
CRB Capital Market Ltd. 
Finolex Cables Ltd. 
Goodlass Nerolac Paints 
Indian Almunium Co. Ltd. 
Smithkline Beecham (Pharma) 
Basf India Ltd. 
Usha Beltron Ltd. 
Blue Star Ltd. 
Hindustan Lever Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
--
42.15 
5.42 
S.68 
5,63 
13.11 
45.47 
6.45 
11.05 
6.21 
13.52 
46.74 
7.93 
8.48 
5.22 
13.98 
50.88 
8.14 
7.89 
5.86 
12.97 
43.18 
6.80 
5.09 
6.51 
16.86 
49.25 
5.92 
4.83 
6.82 
26.92 
50.16 
8.68 
5.32 
6.93 
28.12 
51.22 
7.91 
6.51 
7.54 
30.15 
53.52 
9.21 
7.22 
8.21 
3.15 
3.02 
0.98 
4.11 
2.35 
3.20 
3.46 
1.19 
4.23 
2.70 
5.28 
3.83 
1.05 
4.33 
3.51 
3.20 
3.46 
0.55 
3.08 
2.72 
4.84 
3.16 
0.71 
4.40 
3.07 
8.04 
4,24 
1.10 
2.79 
3.52 
8.12 
4.86 
1.58 
3.15 
3,88 
8.36 
5.12 
2,02 
4.51 
3.91 
8.44 
5,32 
2,35 
4.82 
4,05 
3.68 
0.49 
5.80 
--
4.16 
0.67 
8.15 
-
5.78 
0.08 
4.74 
--
2.93 
0.14 
1.80 
2.05 
3.08 
0.27 
2.83 
2.22 
5.00 
0.54 
3.44 
2.54 
5.18 
0.59 
4.52 
2.68 
5.29 
0.68 
5.16 
3.05 
6,00 
0.72 
5.38 
3,52 
•-
•-
--
2.86 
6.32 
24.15 
0.22 
5.15 
2.82 
2.69 
20.63 
4.42 
11.43 
0.08 
3.81 
7,15 
28.76 
0.27 
5.92 
3.50 
2.82 
32.19 
6.84 
13.57 
1.68 
12.69 
7.24 
33.10 
015 
8.47 
2.64 
3.15 
27.23 
3.56 
1071 
2.31 
12.27 
7,03 
42.10 
0.20 
8.22 
3.40 
3.92 
29.54 
3.51 
9.58 
12.66 
17.00 
7.86 
39.96 
039 
7.98 
4,99 
4.14 
20.15 
1.35 
1060 
29.72 
24.88 
9.15 
44.90 
0.41 
10.63 
5.03 
4.28 
23.16 
1.69 
11.51 
30.15 
25.15 
10.63 
48.28 
056 
11.52 
5,48 
4.69 
27.15 
2.22 
11.82 
31.52 
25.58 
10,98 
49.63 
0.82 
11.88 
6.120 
4.80 
28.22 
2.41 
12.63 
32.61 
28.22 
11.54 
52.54 
0.91 
12.15 
692 
4.99 
3015 
xxvm 
Financial Trends of Top 25 TNCs in India Under Joint Venture Arrangement in Post-NEP Period 
(1991-1999) 
NET-WORTH 
(Rs. In Crore) 
Name of Industry 
Automobiles 
DCM-Daewoo Meiers Ltd. 
Escorts Yamaha Meters Ltd. 
Here Honda Ltd. 
TVS-Suzuki Ltd. 
Eicher Motors Ltd. 
Engineering/Electrical 
Alfa Laval (India) Ltd. 
Ingersoll-Rand (India) Ltd. 
Otis Elevator (India) Ltd. 
Carrier Aircon Ltd. 
Sandvik Asia Ltd. 
Food Products/Personal Care 
Britannia Industries Ltd. 
Colgate-I'almolive Lid. 
Smithkline Beecham (Consu.) 
Lotus Chocolate 
Miscellaneous 
Clariant India Ltd. 
Colour-Chem Ltd. 
CRB Capital Market Ltd. 
Finelex Cables Ltd. 
Goedlass Nerolac Paints 
Indian Almunium Co. Ltd. 
Smithkline Beecham (Pharma) 
Basf India Ltd. 
Usha Beltron Ltd. 
Blue Star Ltd. 
Hindustan Lever Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
--
154.20 
36.54 
12.52 
13.63 
3.54 
161.77 
38.99 
13.29 
14.29 
4.68 
160.80 
50.93 
17.07 
15.52 
7.82 
162.34 
61.76 
27.45 
16.48 
117.45 
198.61 
7623 
55.42 
18.59 
167.14 
496.67 
9619 
83.64 
21.54 
181.23 
521.63 
121.21 
89.63 
25.62 
195.42 
582.41 
148.32 
92.54 
2663 
205.62 
606.22 
152.54 
98.52 
28.82 
41.52 
63.32 
28.18 
10.72 
24.23 
53.30 
69.78 
3019 
11.75 
27.17 
si 11.66 
82.93 
31.74 
1022 
3040 
124.59 
97.01 
42.77 
17.76 
38.50 
139.35 
110.41 
47.64 
27.09 
48.64 
152.56 
125.29 
54.13 
4077 
49.21 
163.54 
130.38 
5973 
4928 
58.54 
182.22 
152.55 
62.48 
59.69 
62.98 
191.59 
16936 
68.92 
71.33 
68.54 
52.33 
92.62 
58.54 
•-
55.33 
96.32 
62.91 
• -
62.24 
114.50 
68.29 
--
73.16 
194.72 
76.84 
24.48 
84.13 
230.99 
96.62 
29.63 
92.71 
242.01 
98.48 
32.54 
101.58 
25631 
101.52 
39.62 
121.39 
281.21 
10932 
4051 
135.63 
292.33 
115.41 
52.33 
-
--
--
52.43 
28.12 
20.23 
5062 
30.62 
8.54 
41.62 
291.10 
-• 
28.09 
2.68 
57.86 
3015 
215.58 
55.76 
32.13 
10.74 
51.54 
333.30 
42.39 
46.68 
3.58 
83.15 
33.88 
24621 
61.23 
38.90 
22.07 
82.63 
385.68 
47.27 
71.15 
9.69 
10995 
39.60 
46033 
72.16 
4666 
36.72 
92.92 
537.11 
61.50 
83.01 
12.35 
401.65 
'17.62 
529.86 
55.53 
75.71 
183.81 
95,69 
638.28 
30.73 
95.56 
14.38 
446.79 
59.76 
613.14 
57.29 
92.37 
192.53 
101.54 
698.32 
35.42 
98.63 
29.36 
448.21 
60.12 
618.45 
58.48 
94.63 
198.62 
192.62 
732.54 
38.99 
103.09 
32.54 
450.61 
62.29 
712.82 
62.49 
98.29 
202.52 
202.54 
768.90 
5032 
121.52 
48.91 
490.22 
68.54 
81963 
71.58 
101.53 
212.21 
212.62 
833.50 
XXIX 
Financial Trends of Top 25 TNCs in India Under Joint Venture Arrangement in Post-NEP Period 
(1991-1999) 
TAX 
(Rs. In Crore) 
Name of Industry 
Automobiles 
DCM-Daewoo Motors Ltd. 
Escorts Yamaha Motors Ltd. 
Hero Honda Lid. 
TVS-Suzuki Ltd. 
Eicher Motors Ltd. 
Engineering/Electrical 
Alfa Laval (India) Ltd. 
Ingersoll-Rand (India) Ltd. 
Otis Elevator (India) Ltd. 
Carrier Aircon Ltd. 
Sandvik Asia Ltd. 
Food Products/Personal Care 
Britannia Industries Lid. 
Colgate-Palmolive Ltd. 
Smithkline Beecham (Consu.) 
Lotus Chocolate 
Miscellaneous 
Clariant India Ltd. 
Coloiir-Chem Ltd. 
CRB Capital Market Ltd. 
Finolex Cables Ltd. 
Goodiass Ncrolac Paints 
Indian Almunium Co. Ltd. 
Smithkline Beecham (Pharma) 
Basf India Ltd. 
Usha Beltron Ltd. 
Blue Star Ltd. 
Hindustan Lever Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
--
6.09 
--
0.00 
0.0 
0.56 
8.00 
--
0.00 
0.00 
--
0.00 
•-
0.00 
0.00 
-
0.00 
1.65 
0.00 
1.63 
•-
20.25 
10.00 
3.22 
2.42 
--
38.50 
15.60 
15.64 
3.85 
2.38 
39.51 
14.45 
20.62 
4.62 
3.96 
42.50 
32.94 
31.54 
5.38 
4.58 
51.38 
33.63 
32.44 
6.05 
4.52 
8.63 
2.11 
--
6.55 
5.20 
12.75 
3.90 
--
5.40 
9.34 
14.49 
3,77 
--
4.80 
9.34 
15.87 
4.58 
--
10.05 
9.53 
12.80 
5.73 
--
14.80 
9.38 
14.22 
11.20 
5.04 
12.32 
7.87 
14.63 
11.31 
5.52-
11.54 
8.12 
14.82 
11.52 
5.85 
12.62 
5,42 
22.21 
10.88 
• • 
10.78 
95.20 
10.44 
•• 
10.57 
51.78 
12.55 
• • 
12.31 
59.49 
21.76 
0.00 
11.61 
60.98 
24.36 
1.63 
9.67 
94.95 
21.63 
2.54 
9.54 
65.15 
22.42 
3.52 
9.82 
65.28 
23.11 
4.61 
8.42 
15.15 
11.63 
5.95 
12.59 
9.99 
66.12 
24.41 
5.15 
--
--
--
9.54 
.1.82 
11.54 
5.62 
6.63 
0.00 
0.00 
57.50 
-• 
3.00 
0.03 
10.75 
5.54 
12.82 
8.00 
9.00 
0.00 
0.00 
67.50 
7.78 
3,60 
0,83 
12,25 
7,70 
1.80 
5.60 
6.85 
2.00 
0.00 
95.50 
8.47 
5,0 
1.25 
13.35 
7.00 
1.20 
11.40 
9.75 
12.50 
0.00 
112.75 
12.00 
5.30 
1.50 
21.09 
8.75 
1.50 
11.00 
9.65 
12.92 
1.63 
133.00 
6.50 
6.00 
3.50 
21.09 
10.60 
3.50 
11.38 
2,30 
13.03 
2,52 
13600 
6.12 
8.00 
4.15 
26.42 
10.68 
1.82 
11.42 
2.56 
13.16 
3.54 
152.00 
6.15 
9,12 
5.20 
24.51 
10.95 
5.63 
11.51 
3.58 
13.16 
4.56 
168.32 
6.33 
9.35 
6.39 
27.77 
10,99 
7,91 
11,92 
4,81 
13,54 
639 
171.59 
XXX 
Financial Trends of Top 25 TNCs in India Under Joint Venture Arrangement in Post-NEP Period 
(1991-1999) 
EXPORTS 
(Rs. In Crore) 
Name of Industry 
Automobiles 
DCM-Daewoo Motors Ltd. 
Escorts Yamaha Motors Ltd. 
Hero Honda Ltd. 
TVS-Suzuki Ltd. 
Eicher Motors Ltd. 
Engineering/Electrical 
Alfa Laval (India) Ltd. 
Ingersoll-Rand (India) Ltd 
Otis Elevator (India) Ltd. 
Carrier Aircon Ltd. 
Sandvik Asia Ltd. 
Food Products/Personal Care 
Britannia Industries Ltd. 
Colgate-Palmolive Lid. 
Smithkline Beecham (Consu.) 
Lotus Chocolate 
Miscellaneous 
Clariant India Ltd. 
Colour-Chem Ltd. 
CRB Capital Market Ltd. 
Finolex Cables Ltd. 
Goodlass Nerolac Paints 
Indian Almunium Co. Ltd. 
Smithkline Beecham (Pharma) 
Basf India Ltd. 
Usha Beltron Ltd. 
Blue Star Ltd. 
Hindustan Lever Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
--
32.63 
1.58 
6.42 
6.38 
8.46 
40.55 
0.93 
7.57 
7.54 
10.48 
97.26 
8.38 
13.77 
8.20 
15.35 
2016 
14.97 
16.24 
9.54 
29.75 
30.69 
27.12 
6.43 
9.32 
36.32 
48.50 
34.42 
14.32 
10.69 
44.51 
51.52 
59.62 
5.69 
11.54 
49.28 
54.63 
69.73 
.82 
12.38 
53.54 
61.20 
73.21 
9.39 
13.86 
25.42 
35.61 
1.68 
0.08 
1.59 
38.15 
40.20 
2.16 
0.17 
1.42 
14.41 
50.48 
0.28 
0.12 
1.85 
40.60 
48.53 
1.26 
0.13 
1.92 
55.58 
46.86 
1.44 
053 
1.98 
1642 
51.51 
2.12 
0.71 
2.09 
18.59 
58.33 
3.14 
0.93 
2.54 
19.63 
61.42 
5.68 
1.69 
2.68 
20.48 
69.54 
7.92 
1.82 
3.09 
68.54 
6.52 
9.40 
-• 
73.07 
7.83 
648 
--
49.70 
1.71 
10.08 
--
24.56 
3.52 
10.63 
3.69 
11.24 
3.13 
10.92 
4.52 
9.63 
3.68 
11.33 
5.62 
10.49 
3.99 
11.95 
6.79 
12.63 
4.05 
12.09 
8.54 
13.42 
5.12 
12.68 
9.22 
- • 
--
--
0.48 
4.15 
3654 
3.15 
18.63 
•-
3.52 
184.14 
28.52 
23.51 
--
0.55 
442 
37.12 
4.17 
20.11 
- • 
3.96 
207.23 
39.45 
31.34 
-• 
0.83 
4.86 
8721 
6.23 
92.95 
--
4.03 
243.78 
48.44 
41.30 
--
1.02 
8.27 
121.08 
3.38 
1673 
• • 
5.52 
442.36 
52.55 
6707 
- • 
1.23 
11.94 
144.50 
6.96 
28.97 
--
685 
539.38 
35.82 
69.52 
--
1.36 
600 
163.28 
682 
29.92 
--
7.92 
632.04 
3654 
78.22 
-• 
2.54 
698 
168.32 
795 
30.54 
--
8.38 
732.8 
37.21 
80.14 
--
3.62 
8.25 
179.54 
8.65 
32.62 
--
9.54 
792.09 
38.54 
91.54 
• -
4.59 
9.54 
19044 
9.23 
35.48 
--
70.63 
833.06 
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Financial Trends of Top 25 TNCs in India Under Joint Venture Arrangement in Post-NEP Period 
(1991-1999) 
EARNING PER SHARE (EPS) 
Name of Industry 
Automobiles 
DCM-Daewoo Motors Ltd. 
Escorts Yamaha Motors Ltd. 
Hero Honda Ltd. 
TVS-Suzuki Ltd. 
Eicher Motors Ltd. 
Engineering/Electrical 
Alfa Laval (India) Ltd. 
Ingeisoll-Rand (India) Ltd. 
Otis Elevator (India) Ltd. 
Carrier Aircon Ltd. 
Sandvik Asia Ltd. 
Food Products/Persona! Care 
Britannia Industries Ltd. 
Colgate-Palmolive Ltd. 
Smithkline Beecham (Consu.) 
Lotus Chocolate 
Miscellaneous 
Clariant India Ltd. 
Colour-Chem Ltd. 
CRB Capital Market Ltd. 
Finolex Cables Ltd. 
Goodlass Nerolac Paints 
Indian Almunium Co. Ltd. 
Smithkline Beecham (Pharma) 
Basf India Ltd. 
Usha Beltron Ltd. 
Blue Star Ltd. 
Hindustan Lever Ltd. 
1991 
--
2.42 
9.32 
1.09 
1.48 
8.21 
9.54 
4.98 
0.00 
117.63 
4.59 
6.54 
16.45 
--
--
--
-• 
37.54 
2.69 
7.33 
5.28 
8.58 
2.58 
2.51 
6.39 
1992 
1.39 
3.88 
10.13 
1.39 
2.69 
11.97 
11.54 
5.20 
0.00 
45.55 
5.81 
8.16 
12.08 
--
9.54 
65,12 
1.63 
3966 
3.52 
8.26 
7.39 
13.80 
3.27 
2.82 
7.17 
1993 
1.56 
2.81 
979 
1.64 
3.54 
8.04 
6.66 
5.38 
48.12 
6.92 
9.61 
13.79 
--
982 
92.13 
1.92 
44.56 
3.68 
10.34 
8.24 
956 
15.80 
3.61 
935 
1994 
1.74 
3.45 
967 
5.69 
4.49 
10.12 
7.46 
5.95 
1.39 
400.02 
9.39 
4.77 
17.03 
8.62 
10.15 
134.33 
2.05 
4985 
4.59 
10.77 
963 
10.40 
20.20 
3.81 
12.49 
1995 
12.79 
15.03 
975 
14.61 
5.82 
11.12 
7.74 
6.88 
4.98 
408.33 
9.90 
5.28 
18.21 
8.69 
11.63 
136.81 
3.68 
27.42 
5.63 
18.62 
10.81 
11.32 
21.98 
4.55 
43.28 
1996 
18.20 
15.92 
10.03 
23.99 
9.68 
12.02 
7.92 
6.96 
4.99 
121,22 
9.96 
5.96 
1932 
9.25 
11.98 
141.22 
5.42 
2999 
6.29 
24.49 
12.21 
11.52 
22.31 
5.92 
15.68 
1997 
1954 
18.63 
25.02 
25.62 
11.54 
13.21 
8.58 
9.82 
5.09 
126.54 
10.05 
9.09 
20.15 
11.54 
12.54 
143.54 
6.91 
2966 
7.51 
28.58 
13.54 
12.69 
28.18 
6.83 
17.91 
(In Rupees) 
1998 
20.68 
1942 
38.04 
31.54 
13.21 
14.58 
921 
13.35 
5.32 
128.21 
10.52 
6.32 
21.33 
12.62 
13.21 
147.56 
7.82 
31.54 
8.82 
32.15 
14.86 
13.58 
32.12 
7.78 
18.32 
1999 
21.42 
20.81 
3921 
37.22 
15.86 
15.32 
9.86 
14.93 
5.85 
130.52 
10.38 
6.82 
22.62 
13.44 
14.56 
14928 
8.38 
32.68 
9.63 
36.32 
14.92 
14.23 
3963 
8.95 
20.15 
Sources: Compiled and Worked-out by the Research Scholar From: 
(A) Financial Express, "India's Complete Corporates Dossier of 1100 Companies", New Delhi, 1995 and 1997. 
(B) RBI Bulletin (Numerous Issues) 
(C) Report on Currency & Finance, Vol.-I & II, RBI, Mumbai, 1997-1998 & 1998-1999. 
(D) Indian Economic Survey, Ministry of Finance, Government of India, New Delhi (Various Issues) 
(E) Journals and Periodicals, such as. Capital Market, Chandigarh, Business India, New Delhi and Business World, 
Calcutta (Numerous Issues). 
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Financial Trends of Top 25 TNCs in India Under Subsidiaries Arrangement in Post-NEP Period 
(1991-1999) 
SALES 
(Rs. In Crore) 
Name of Industry 
Pharmaceuticals 
E-Merck (India) Ltd. 
Glaxo (India) Ltd. 
Boots (India) Ltd. 
Parke-Davis (India) Ltd. 
Pfizer Ltd. 
Fuiford (India) Ltd. 
Novarti's (India) Ltd. 
Engineering/Machines Tools 
Kirloskar Cummins Ltd. 
Motor Industries Co. Ltd. 
Simens India Ltd. 
Wartsila Disel (India) Ltd. 
Widia (India) Ltd. 
Personal Care 
Procter & Gamble (India) Ltd. 
Reckitt & Colman (India) Ltd. 
Indian Shaving Prd. Ltd. 
Daucli & Lomb 
Miscellaneous 
Sesa Goa Ltd. 
Thomas Cook (India) Ltd. 
Bayer India 
Bata India Ltd. 
Kelvinator India Ltd. 
Usha Beltron Ltd, 
Gulf Oil India 
Phoenix (India) Ltd. 
Castro! (India) Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
96.52 
416.62 
93.63 
92.28 
102.42 
•• 
•-
120.05 
464,30 
118.15 
114.34 
140,50 
•• 
•• 
121,72 
554,23 
147,07 
140,12 
171,27 
49.59 
282.58 
152.29 
788.73 
175.18 
150.77 
213.84 
63.82 
339.54 
176.27 
907.14 
230.81 
164.77 
239.83 
82.34 
436.28 
192.54 
868.52 
312.68 
172.54 
241.38 
119.62 
535.54 
268.23 
821.97 
392.54 
188.13 
242.42 
134.52 
635.83 
258.09 
795.63 
422.51 
197.92 
287.32 
121.03 
711.02 
275.93 
883.82 
503.32 
187.93 
294.88 
131.52 
793.82 
--
412.38 
368.82 
41.40 
88.63 
330.43 
524.54 
437.17 
54.77 
95.22 
35933 
563.23 
525.68 
50.38 
98.24 
410.15 
727.99 
672.24 
102.70 
102.14 
545.50 
931.49 
882.50 
164.71 
141.43 
658.19 
986.52 
1186.20 
192.63 
193.52 
691.52 
1154.12 
997,66 
208.40 
198.63 
71618 
1215.16 
1086.52 
19953 
215.41 
743.80 
1142.52 
1213.35 
313.98 
222.38 
98.35 
129.49 
--
--
146.47 
154.16 
45.68 
• • 
206.68 
187.78 
51.47 
•-
273.55 
214.89 
52.06 
29.64 
268.04 
253.42 
69.99 
32.31 
366.28 
296.54 
92.58 
42.00 
378.98 
353.90 
149.67 
61.82 
402.93 
504.92 
250.08 
82.45 
432.93 
513.93 
265.58 
66.02 
119.22 
11.38 
219.34 
401.20 
351.33 
- • • 
•-
--
166.71 
149.19 
16.15 
271.65 
397.75 
264.77 
53.94 
--
--
281.35 
222.65 
26.68 
280.87 
474.49 
281.04 
102.78 
--
--
404.37 
286.37 
22.52 
319.41 
507.68 
442.67 
111.80 
168.52 
148.39 
554.24 
264.75 
34.16 
328.54 
542.52 
472.54 
179.31 
202.63 
182.51 
725.63 
272.90 
43.26 
349.23 
612.51 
495.63 
192.52 
212,54 
191.32 
818.61 
265.40 
54.12 
369.42 
669.54 
505.28 
209.34 
223.82 
197.12 
885.43 
281.22 
58.63 
395.51 
743.13 
518.53 
218.62 
232.09 
184.32 
931.76 
293.52 
63.54 
398.22 
731.68 
541.22 
238.42 
244.58 
148.25 
1195.60 
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Financial Trends of Top 25 TNCs in India Under Subsidiaries Arrangement in Post-NEP Period 
(1991-1999) 
NET-PROFIT 
(Rs. In Crore) 
Name of Industry 
Pharmaceuticals 
E-Merck (India) Ltd. 
Glaxo (India) Ltd. 
Boots (India) Ltd. 
Parke-Davis (India) Ltd. 
Pfizer Ltd. 
Fulford (India) Ltd. 
Novarti's (India) Ltd. 
Engineering/Machines Tools 
Kirioskar Cummins Ltd. 
Motor Industries Co. Ltd. 
Simens India Ltd. 
Waitsila Disel (India) Ltd. 
Widia (India) Ltd. 
Personal Care 
Procter & Gamble (India) Ltd. 
Reckitt & Colman (India) Ltd. 
Indian Shaving Prd. Ltd. 
Bauch & Lomb 
Miscellaneous 
Sesa Goa Ltd. 
Thomas Cook (India) Ltd. 
Bayer India 
Data India Ltd. 
Kelvinator India Ltd. 
Usha Beltron Ltd. 
Gulf Oil India 
Phoenix (India) Ltd. 
Castrol (India) Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
-1.56 
10.59 
4.63 
3.02 
2.03 
" 
•• 
1.70 
4.95 
5.93 
3.35 
2.64 
-
-
4.66 
10.33 
5.93 
6.61 
3.24 
3.48 
24.38 
8.72 
23.80 
8.07 
7.08 
10.51 
3.54 
26.42 
13.37 
185.09 
7.21 
9.71 
8.10 
3.62 
31.58 
18.63 
62.23 
7.15 
8.52 
10.25 
4.54 
32.42 
28.22 
64.14 
7.63 
8.59 
12.58 
3.81 
37.07 
22.03 
72.58 
8.28 
5.92 
18.52 
3.98 
74.72 
22.95 
61.09 
9.62 
5.98 
28.32 
3.98 
103.42 
-
15.49 
15.43 
1.06 
5.36 
18.05 
18.70 
16.47 
1.31 
5.80 
1996 
24.62 
24.82 
0.82 
5.61 
34.31 
36.89 
27.63 
7.25 
7.15 
51.54 
52.88 
35.12 
12.44 
15.75 
52.47 
51.68 
37.24 
13.02 
16.13 
53.12 
52.43 
-17.35 
10.82 
16.15 
53.68 
52.82 
19.63 
11.32 
16.82 
54.51 
53.51 
52.63 
15.72 
17.12 
3.17 
9.72 
" 
" 
•7.12 
11.29 
3.66 
" 
-21.00 
13.11 
4.19 
" 
15.52 
17.77 
-7.07 
4.28 
13.99 
23.73 
5.09 
4.96 
26.23 
24.15 
8.09 
5.62 
31.75 
24.27 
13.24 
6.56 
36.92 
14.03 
19.42 
13.62 
37.38 
15.52 
19.55 
4.58 
28.68 
5.38 
13.68 
8.70 
5.27 
" 
" 
" 
17.86 
32.40 
6.89 
11.16 
-8.56 
-1.99 
2.79 
-
" 
32.64 
36.41 
5.43 
11.55 
19.94 
-32.39 
13.46 
" 
" 
40.44 
27.24 
8.85 
11.60 
0.98 
12.92 
17.29 
7.54 
20.52 
72.98 
13.52 
11.03 
11.63 
11.58 
13.05 
28.13 
7.62 
22.62 
103.05 
26.78 
12.22 
12.15 
16.49 
13.62 
28.52 
8.58 
32.54 
128.52 
27.25 
13.54 
12.42 
22.54 
14.54 
2921 
8.32 
35.02 
148.20 
28.52 
12.68 
12.68 
29.52 
14.63 
29.38 
11.62 
24.82 
169.10 
29.36 
13.82 
13.15 
30.51 
14.89 
30.05 
12.78 
20.78 
204.45 
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Financial Trends of Top 25 TNCs in India Under Subsidiaries Arrangement in Post-NEP Period 
(1991-1999) 
INTEREST 
(Rs. In Crore) 
Name of Industry 
Pharmaceuticals 
E-Merck (India) Ltd. 
Glaxo (India) Ltd. 
Boots (India) Ltd. 
Parke-Davis (India) Ltd. 
Pfizer Ltd. 
Fulford (India) Ltd. 
Novarti's (India) Ltd. 
Engineering/Machines Tools 
Kirloskar Cummins Ltd. 
Motor Industries Co. Ltd. 
Si mens India Ltd. 
WartsilaDisel (India) Ltd. 
Widia (India) Ltd. 
Personal Care 
i'rncter & Gamble (India) Ltd. 
Reckitt & Colman (India) Ltd. 
Indian Shaving Prd. Ltd. 
Bauch & Lomb 
Miscellaneous 
Sesa Goa Ltd. 
Thomas Cook (India) Ltd. 
Bayer India 
Bata India Ltd. 
Kelvinator India Ltd. 
Usha Beltron Ltd. 
GuifOiilndia 
Phoenix (India) Ltd. 
Castrol (India) Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
8.96 
14.88 
2.18 
1.38 
2.82 
• • 
-• 
12.88 
18.65 
2.72 
1.47 
3.73 
•• 
•• 
9.69 
23.04 
2.24 
1.53 
6.64 
1.33 
3.63 
6.19 
22.78 
2.73 
1.67 
5.69 
1.45 
4.51 
7.20 
15.90 
2.56 
1.87 
6.27 
2.62 
4.89 
7.82 
18.54 
2.98 
1.92 
6.31 
2.09 
5.12 
8.54 
17.68 
3.21 
2.02 
6.31 
2.96 
5.45 
7.61 
15.42 
3,41 
2,11 
6,52 
2.54 
5.98 
7.73 
15.92 
3.86 
2.03 
6.98 
2.58 
6.09 
--
7.37 
9.88 
3,15 
5.02 
17.06 
12.60 
11.04 
3.78 
5.51 
22.38 
14.75 
19.69 
4.24 
6.32 
18.79 
12.75 
15.04 
3.26 
5.49 
12.55 
13.05 
23.89 
4.28 
5.47 
11.30 
13.93 
62.44 
4.52 
5.63 
12.21 
14.16 
48.22 
4.69 
5.78 
12.92 
14.98 
50.15 
4.32 
5.92 
13.54 
14.05 
51.68 
5.22 
6.06 
2.56 
1.61 
--
--
6.80 
2.66 
2.27 
-• 
5.16 
2.20 
3.12 
--
4.64 
2.10 
3.44 
2.14 
4.06 
1.94 
2.93 
3.13 
4.97 
2.05 
3.15 
4.00 
5.03 
2,12 
3.48 
4.12 
5,15 
2.22 
3.92 
4.83 
5.22 
2.31 
4.05 
5.03 
4.62 
0.98 
11.29 
14.00 
10.42 
-
--
--
3.69 
4.84 
1.19 
13 29 
16.90 
14.77 
3.50 
--
•-
7.45 
7.44 
0.70 
14.00 
13.79 
19.42 
2.64 
--
--
10.77 
8.00 
1.23 
15.14 
16.55 
16.50 
3.40 
3.21 
2.68 
8.27 
7.84 
1.73 
15.41 
17.54 
16.82 
4.99 
3.58 
2.95 
11.38 
9.21 
1.75 
15.86 
18.21 
17.05 
5.28 
3,63 
3,12 
12,15 
8.54 
1.82 
16.44 
17.68 
17.23 
5.42 
4.08 
3.63 
13.03 
9.22 
1.93 
16.66 
17.92 
17.54 
5.63 
4,22 
3,05 
14,52 
9.31 
2,03 
16,92 
1654 
18,03 
5,71 
4,39 
2,93 
15,68 
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Financial Trends of Top 25 TNCs in India Under Subsidiaries Arrangement in Post-NEP Period 
(1991-1999) 
NET-WORTH 
(Rs. In Crore) 
Name of Industry 
Pharmaceuticals 
E-Merck (India) Ltd. 
Glaxo (India) Ltd. 
Boots (India) Ltd. 
Parke-Davis (India) Ltd. 
Pfizer Ltd. 
Fulford (India) Ltd. 
Novarti's (India) Ltd. 
Engineering/Machines Tools 
Kirloskar Cummins Ltd. 
Motor Industries Co. Ltd. 
Simens India Ltd. 
Wartsila Disel (India) Ltd. 
Widia (India) Ltd. 
Personal Care 
Procter & Gamble (India) Ltd. 
Reckitt & Colman (India) Ltd. 
Indian Shaving Prd. Ltd. 
Bauch & Lomb 
Miscellaneous 
Sesa Goa Ltd. 
Thomas Cook (India) Ltd. 
Bayer India 
Bata India Ltd. 
Kelvinator India Ltd. 
Usha Beltron Ltd. 
Gulf Oil India 
Phoenix (India) Lid. 
Castrol (India) Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
12.31 
81.24 
23.62 
16.08 
28.63 
•• 
•• 
13,56 
82.59 
25.54 
18.23 
30,81 
•• 
•-
34.94 
87.51 
28,55 
21,22 
34,63 
32,63 
41.53 
40.30 
169.31 
33.54 
24.08 
43.05 
38.54 
42.68 
49,95 
232.47 
37.36 
28.97 
48.26 
39.62 
44,54 
49,98 
212,35 
38,42 
29.48 
49.63 
4014 
46.25 
52,12 
218,52 
40.51 
3015 
50.15 
41.12 
48.91 
46.14 
21062 
42.82 
31.62 
51.21 
40.22 
5O20 
51,48 
219,54 
44,68 
30,20 
53,48 
40,98 
52,33 
-• 
125.88 
99.63 
15.13 
27.51 
101,64 
138,49 
106,07 
17,16 
3013 
113.68 
156.26 
123.63 
16.47 
34.60 
139,81 
185,64 
242,62 
21.24 
4O60 
179,83 
229.74 
262.11 
57.03 
53.98 
231.25 
240.54 
286.58 
61.02 
61.62 
242.54 
259.62 
264.11 
65.54 
62.15 
259.21 
268.91 
272.51 
60.42 
64.54 
268,54 
25048 
288,45 
68,55 
66,32 
23.74 
37.45 
--
--
16,61 
43,71 
10,18 
--
96,50 
81.38 
36.28 
--
109.26 
90.91 
35.03 
49.54 
II755 
103.12 
48.28 
50,82 
133.13 
109.54 
49.45 
61,54 
138.21 
116.28 
51.63 
65.42 
139.63 
i2l.52 
58,24 
68,99 
147,54 
129,28 
6052 
62.14 
45.62 
8.63 
48.42 
40.42 
50.48 
--
--
• -
63.55 
59,77 
9,95 
55,52 
31.93 
47.50 
10.74 
--
• • 
87.74 
93.77 
16.14 
62.63 
96.21 
4034 
22.07 
- • 
-• 
155.21 
138.25 
2047 
61.86 
97.24 
50.98 
36.72 
48.51 
28,54 
19979 
148.82 
29.34 
62.48 
99.45 
52.53 
183.81 
49,42 
32,16 
251,03 
187.52 
37.58 
65.69 
101.21 
53.58 
48.51 
51,63 
34,51 
281.54 
191.52 
38.15 
70.15 
103.63 
54.21 
49.21 
5238 
35.21 
292.31 
205,42 
39,63 
72.54 
115.25 
51,22 
51,22 
58,63 
33.15 
338,56 
212,66 
4054 
74,63 
11923 
53.68 
53,68 
5951 
31.14 
442,15 
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Financial Trends of Top 25 TNCs in India Under Subsidiaries Arrangement in Post-NEP Period 
(1991-1999) 
TAX 
(Rs. In Crore) 
Name of Industry 
Pharmaceuticals 
E-Merck (India) Ltd. 
Glaxo (India) Ltd. 
Boots (India) Ltd. 
Parke-Davis (India) Ltd. 
Pfizer Ltd. 
Fulford (India) Ltd. 
Novarti's (India) Ltd. 
Engineering/Machines Tools 
Kirioskar Cummins Ltd. 
Motor Industries Co. Ltd. 
Simens India Ltd. 
Wartsila Disel (India) Ltd. 
Widia (India) Ltd. 
Personal Care 
Procter & Gamble (India) Ltd. 
Reckitt & Colman (India) Ltd. 
Indian Shaving Prd. Ltd. 
Bauch & Lomb 
Miscellaneous 
Sesa Goa Ltd. 
Thomas Cook (India) Ltd. 
Bayer India 
Bata India Ltd. 
Kelvinator India Ltd. 
Usha Beltron Ltd. 
GulfOillndia 
Phoenix (India) Ltd. 
Castrol (India) Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
5.90 
4.02 
2.32 
0.72 
•-
--
--
5.50 
4.85 
3.68 
0.98 
-• 
-• 
0.35 
10.30 
4.99 
7.13 
4.64 
•• 
--
7.04 
20.25 
5.85 
8.14 
7.30 
2.51 
3.63 
8.74 
78.75 
0.05 
7.65 
3.96 
2.58 
4.15 
9,12 
54.22 
5.42 
7.95 
5.48 
2.72 
5.12 
9.58 
48.15 
5.68 
8.21 
6.92 
3.05 
5.89 
8.63 
33.15 
5.98 
8,46 
7.15 
3.18 
6.35 
8.92 
41.54 
6.03 
8.02 
7.38 
3.24 
7,10 
--
22.00 
16.40 
0.19 
4.13 
18.75 
3050 
17.10 
0.23 
4.75 
14,40 
28.50 
24.12 
OOl 
3.70 
20.25 
47.00 
24.80 
4.25 
4.00 
34.30 
65.00 
22.90 
8.50 
5.85 
42.50 
68.21 
21.40 
8.98 
6.02 
43.05 
71.45 
19.42 
9.03 
6.08 
44.51 
78.21 
20.41 
8.05 
6.46 
46.12 
73.54 
21.21 
9.63 
6.54 
0.06 
10.25 
--
--
• -
10.62 
•-
-
--
12.32 
--
--
0.06 
14.25 
-• 
--
0.50 
13.12 
--
5.69 
17.73 
14.16 
9,58 
6,63 
18.05 
17.54 
11.65 
7.21 
18.88 
19.20 
14.38 
7.58 
19,09 
22,54 
17.92 
6.31 
1.85 
7.11 
8.25 
4.90 
4.42 
--
--
-• 
13.61 
1.65 
7.75 
10.30 
--
-• 
--
--
--
20.40 
4.25 
6.70 
9.30 
10,25 
-• 
2.00 
-• 
--
2615 
3.00 
8.10 
-
- • 
0.02 
8.50 
--
--
45.54 
1.50 
9.40 
--
11.68 
11.54 
12.50 
15,95 
14,21 
53,90 
4.60 
9.42 
-• 
12.51 
12.82 
12.68 
1682 
14.82 
62.54 
4.42 
10.15 
--
13.32 
12.95 
13,59 
19.33 
14.94 
71.52 
4.68 
1063 
--
14.54 
13.05 
14.21 
2054 
13.63 
81.91 
4.95 
1082 
--
13,42 
13,18 
14,82 
21,21 
12,41 
91.54 
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Financial Trends of Top 25 TNCs in India Under Subsidiaries Arrangement in Post-NEP Period 
(1991-1999) 
EXPORTS 
(Rs. In Crore) 
Name of Indus try 
Pharmaceuticals 
E-Merck (India) Ltd. 
Glaxo (India) Ltd. 
Boots (India) Ltd. 
Parke-Davis (India) Ltd. 
Pfizer Ltd. 
Fulford (India) Ltd. 
Novarti's (India) Ltd. 
Engineering/Machines Tools 
Kirioskar Cummins Ltd. 
Motor Industries Co. Ltd. 
Simens India Ltd. 
Wartsiia Disel (India) Ltd. 
Widia (India) Ltd. 
Personal Care 
Procter & Gamble (India) Ltd. 
Reckitt & Colman (India) Ltd. 
Indian Shaving Prd. Ltd. 
Bauch & Lomb 
Miscellaneous 
Sesa Goa Ltd. 
Thomas Cook (India) Ltd. 
Bayer India 
Bata India Ltd. 
Kelvinator India Ltd. 
Usha Bellron Ltd. 
Gulf Oil India 
Phoenix (India) Ltd. 
Castrol (India) Ltd. 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
6.08 
12.37 
4.02 
0.69 
2.08 
•-
•• 
9.01 
15.51 
4.47 
0.76 
2.38 
•• 
•-
4.72 
14.73 
1.65 
2.11 
4.20 
3.96 
5.21 
7.38 
2075 
1.85 
1.75 
5.34 
4.02 
5.48 
8.92 
25.64 
1.09 
2.30 
4.31 
4.21 
6.05 
9.93 
22.42 
2.51 
2.41 
4.32 
4.68 
6.92 
10.41 
21,15 
2,61 
2.52 
4.68 
5.32 
7.5! 
10.11 
20.02 
2,82 
2,62 
5.12 
5.49 
7.82 
10,53 
20,95 
2,95 
2,15 
5.49 
6,05 
8.53 
- • 
39.77 
42.62 
--
6.02 
51.10 
63.25 
53.61 
--
7.98 
62.136 
62.74 
67.00 
--
11.81 
108.76 
79.03 
95.30 
--
14.11 
101.77 
9637 
112.27 
•-
18.65 
103.76 
101.53 
87.08 
--
19.03 
104.72 
111.28 
8054 
•-
20 50 
151.31 
122.31 
82.38 
--
21.22 
162.14 
142.63 
115.35 
--
23.54 
13.37 
2.14 
•-
•• 
18.21 
8.55 
1.74 
--
21.51 
11.29 
2.05 
•-
14.76 
16.73 
6.60 
5.68 
11.34 
21.24 
910 
6.31 
15,29 
2621 
10.51 
7.25 
18.62 
28.54 
11.63 
8.93 
2054 
13.19 
12.28 
9.21 
22,52 
32,40 
13,54 
10/05 
92.33 
12,13 
7.70 
15.70 
3.70 
--
--
•-
003 
95.16 
13.70 
6.86 
11.63 
2.49 
--
--
- • 
0.32 
127.41 
15.05 
14.19 
18.34 
3.97 
--
--
--
0.75 
145.81 
1619 
19.53 
17.92 
2.39 
•-
19.63 
18.23 
2.08 
134.03 
17.02 
2015 
18.88 
4.48 
--
20.54 
21.54 
0.44 
13063 
17.88 
21.22 
19.56 
4.62 
--
28.22 
22.62 
1.57 
135.68 
16.54 
21.89 
20.21 
3.98 
• -
31.52 
23.54 
1.58 
139.41 
18.21 
23.42 
21.38 
5.21 
--
32.63 
21.22 
2.32 
142.53 
1933 
25.62 
2261 
5.63 
-• 
33.54 
2052 
2.62-
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Financial Trends of Top 25 TNCs in India Under Subsidiaries Arrangement in Post-NEP Period 
(1991-1999) 
EARNING PER SHARE (EPS) 
(In Rupees) 
Name of Industry 
Pharmaceuticals 
E-Merck (India) Ltd. 
Glaxo (India) Ltd. 
Boots (India) Ltd. 
Parke-Davis (India) Ltd. 
Pfizer Ltd. 
Fuiford (India) Ltd. 
Novarti's (India) Ltd. 
Eogioeering/Machines Tools 
Kirloskar Cummins Ltd. 
Motor Industries Co. Ltd. 
Simens India Ltd. 
Wartsila Disel (India) Ltd. 
Widia (India) Ltd. 
Personal Care 
Procter & Gamble (India) Lid. 
Reckitt & Colman (India) Ltd. 
Indian Shaving Prd. Ltd. 
Bauch & Lomb 
Miscellaneous 
Sesa Goa Ltd. 
Thomas Cook (India) Ltd. 
Bayer India 
Bata India Ltd. 
Kelvinator India Ltd. 
Usha Beltron Ltd. 
Gulf Oil India 
Phoenix (India) Ltd. 
Castrol (India) Ltd. 
1991 1992 1993 1994. 1 1995 1996 1997 1998 1999 
0.00 
5.30 
6.08 
2.02 
1.98 
- • 
•• 
1.91 
2.48 
7.32 
2.78 
2.25 
--
-
2.76 
5.17 
7,32 
5.49 
2,76 
8.21 
11.09 
4.74 
7.96 
9.96 
5.88 
8,97 
9,54 
11.21 
6.19 
8.42 
8,90 
8,06 
6,91 
9,68 
11.54 
8,96 
9,63 
10,51 
7,68 
9,23 
10.15 
12.68 
15,24 
10,72 
11,21 
7,13 
11,72 
11,92 
11,68 
15.62 
11.68 
11.92 
8.12 
21.43 
11.93 
22,52 
15,15 
9.52 
13.05 
14.40 
26.42 
11.98 
30.85 
• • 
40.70 
6.12 
3.12 
4.63 
6.84 
49.14 
7.93 
3.78 
5.12 
7,06 
64,70 
11,95 
6,94 
5,41 
12.90 
97.03 
9,73 
6,88 
5.88 
12.61 
125.62 
12.37 
8.21 
7.12 
13.38 
128.54 
14.42 
9.02 
9.63 
14,51 
222.56 
•-
12.15 
9.69 
15,63 
238.54 
8.62 
9,03 
10,58 
16.83 
240.52 
15.25 
12.68 
11.62 
4.75 
7.24 
•-
--
--
8.42 
4.26 
--
--
7,97 
3,98 
--
10.76 
5,40 
•-
2,96 
9.88 
6.28 
3.95 
3.21 
12.63 
6.82 
8,85 
4,46 
1928 
7,15 
13,72 
2.70 
21,93 
3.92 
15.12 
5.09 
22.52 
3.85 
14.82 
1.93 
44.21 
18.65 
84.34 
8.29 
6.28 
- • 
--
--
18.13 
44,32 
19.05 
68.80 
-
--
3.27 
•• 
--
20.71 
49,81 
43,67 
71,21 
7.76 
--
15.80 
--
--
21.18 
15,23 
32,70 
9,92 
0,38 
7,33 
20,20 
4.63 
12.15 
19.06 
7.56 
36.83 
9,96 
1,54 
7.42 
21,98 
5,42 
12,38 
22,03 
7,21 
40,33 
10,12 
3,68 
7,98 
22,63 
6.39 
14,68 
23.42 
6.86 
41.22 
10.23 
4.52 
8.54 
23.54 
7.82 
20.92 
25.68 
7.15 
41.86 
10.42 
5.71 
8,92 
24.42 
932 
14.73 
27.42 , 
7.38 
42,32 
10,51 
5,68 
9.68 
25,62 
10,82 
12.82 
16.58 
Sources: Compiled and Workedout by the Research Scholar From: 
(A) Financial Express, "India's Complete Corporates Dossier of 1100 Companies", New Delhi, 1995 and 1997. 
(B) RBI Bulletin (Numerous Issues) 
(C) Report on Currency & Finance, Vol.-I & II, RBI, Mumbai, 1997-1998 & 1998-1999. 
(D) Indian Economic Survey, Ministry of Finance, Government of India, New Delhi (Various Issues) 
(E) Journals and Periodicals, such as. Capital Market, Chandigarii, Business India, New Delhi and Business World, 
Calcutta (Numerous Issues). 
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Financial Trends of Top 25 TNCs in India Under Merger & Acquisition Arrangement During Post-
NEP Period (1991-1999) 
SALES 
Name of Industry 
Electricals/Electronics 
Asea Brown Boveri 
Crompton Greaves 
GEC Alsthom (India) Ltd. 
Onida Corporation 
Phillips (India) Ltd. 
Diversified 
Brooke Bond Lipton 
Hind Ciba-Geigy Ltd. 
Max (India) Ltd. 
Mac Dowell & Co. 
Sandoz (India) Ltd. 
Miscellaneous 
I3PL Lid, 
Thermax Ltd. 
Albert David 
Carbon Everflow Ltd. 
Chemplast Sanmar Ltd. 
Cimmco Biria 
Enkay Synthetics 
Forbes Gokak Ltd. 
Hoechst Marion Rousse! 
Lakme India 
Cadbury (India) Ltd. 
Nestle (India) Ltd. 
Ponds (India) Ltd. 
Shaw Wallace 
Whirlpool India 
1991 
253.85 
642.28 
98,52 
263.53 
692.58 
655.50 
309.25 
•-
--
216.34 
--
109.21 
-• 
•-
199.63 
--
--
154.21 
212.51 
• • 
122,42 
397,88 
110,69 
114,42 
--
1992 
315,52 
731.73 
142,71 
312,52 
783,88 
700,85 
335.89 
--
-• 
232,51 
402,73 
158,42 
--
-• 
212,54 
--
•-
170.10 
275.17 
--
142,46 
490,16 
156,36 
219,63 
--
1993 
451,76 
784.05 
359.31 
369.54 
836.94 
1324.33 
391.85 
68.21 
--
300.71 
451,82 
255,04 
159,20 
--
262,14 
•• 
--
235.38 
292.28 
-• 
157.20 
566.08 
215.96 
321.28 
--
1994 
542.58 
89046 
370.84 
412.22 
735,19 
1661,54 
439,55 
72,54 
722.12 
306.82 
554.07 
305.49 
168.54 
--
278.50 
•-
102.53 
245.77 
359.12 
112.81 
169.58 
711,72 
257,74 
326,54 
--
1995 
616,51 
1084,74 
428,84 
516,38 
1213.80 
1874.63 
467.21 
89.20 
793.51 
326.95 
837.59 
338,24 
193.28 
85,04 
361,24 
162,21 
194,82 
268,67 
295,85 
144,43 
144,18 
996,33 
317,13 
431,82 
65,32 
1996 
894,57 
1489,76 
465,60 
514,21 
1524,48 
2108.02 
510.00 
110.00 
815.42 
359.21 
1012.23 
449.47 
202.54 
113.00 
452.66 
182.54 
186.08 
303.68 
341.16 
86.00 
253.08 
1012.22 
339.52 
537.00 
94.00 
1997 
992.58 
1592.63 
492.33 
528.53 
1601.28 
2254.52 
541.28 
148.54 
922,15 
363,58 
1123.21 
469,50 
218.93 
126.92 
553.51 
198.22 
199.54 
342.53 
412.32 
123.43 
286.42 
1152.38 
352.63 
641.90 
105.68 
(Rs. In Crore) 
1998 
1012,63 
1621.54 
521.54 
598.62 
1642.49 
2315.68 
585.69 
196.29 
986.15 
382.21 
1225,62 
482,55 
261,54 
151,42 
592,63 
212,54 
212,33 
391,62 
462,54 
142,41 
298,51 
1212,52 
3/9,38 
658,33 
116,39 
1999 
1138,52 
1832,61 
548,48 
654,53 
1744,70 
2412,69 
612,24 
212,55 
1154,09 
395,64 
1312,50 
498.69 
241,58 
163,39 
638,22 
230,63 
252,21 
438,33 
489.23 
159.63 
312.22 
1292.66 
392.54 
672.58 
123.54 
xl 
Financial Trends of Top 25 TNCs in India Under Merger & Acquisition Arrangement During Post-
NEP Period (1991-1999) 
NET-PROFIT 
(Rs. In Crore) 
Name of Industry 
Electricals/EIectronics 
Asea Brown Boveri 
Crompton Greaves 
GEC Alsthom (India) Ltd. 
Onida Corporation 
Phillips (India) Ltd, 
Dlvcnlflcd 
Brooke Bond Lipton 
Hind Ciba-Geigy Lid. 
Max (India) Ltd. 
Mac Dowell & Co. 
Sandoz (India) Ltd. 
Miscellaneous 
BPL Ltd. 
Thermax Ltd. 
Albert David 
Carbon Everflow Ltd. 
Chemplast Sanmar Ltd. 
Cimmco Uirta 
Enkay Synthetics 
Forbes Gokak Ltd. 
Hoechst Marion Roussel 
Lakme India 
Cadbury (India) Ltd. 
Nestle (India) Ltd. 
Ponds (India) Ltd. 
Shaw Wallace 
Whirlpool India 
1991 
9.93 
9.68 
6.54 
20..42 
16.38 
34.74 
--
--
--
3.23 
--
18,28 
•-
--
8.54 
--
--
-• 
12.52 
- • 
2.68 
20.57 
10,12 
12,22 
• • 
1992 
1667 
10,84 
7.19 
21.53 
18.30 
42,99 
15,84 
--
-
4.58 
5,27 
22.68 
•-
-• 
9,68 
--
--
13,07 
14,63 
--
3,79 
22,65 
12,79 
24,36 
-
1993 
30,55 
11.49 
5.86 
22,68 
13,50 
78,47 
14,23 
10,69 
-• 
7.64 
7.68 
28,42 
1649 
--
10,45 
--
-• 
11.88 
12.99 
--
1,37 
35.47 
22.47 
36.21 
- • 
1994 
50.78 
29.99 
3.25 
24.54 
12.41 
99.12 
14.84 
11.58 
86,54 
6,78 
26,45 
32.44 
20.68. 
--
14.60 
--
20.44 
11.99 
19,45 
24,52 
8,10 
40.47 
30.04 
38.42 
--
1995 
62.53 
42.58 
12.74 
2652 
44.23 
126,47 
21,70 
13.32 
102,22 
18,21 
48.39 
39.45 
24,58 
20,15 
33,19 
32,48 
23,21 
25,96 
1698 
2691 
9,59 
53,16 
37,80 
39,62 
24,51 
1996 
69.63 
64.04 
28.01 
31.36 
22,91 
138,42 
23,77 
1659 
109,54 
18,65 
50,36 
40.68 
30,21 
22,54 
68,31 
42,56 
24.58 
5.46 
17.17 
20.15 
19.68 
55.28 
39.52 
41,31 
28,11 
1997 
73,54 
69,54 
35.62 
32.42 
24,62 
161,59 
28,42 
21,45 
115,28 
24,68 
62,44 
43.58 
34,51 
32,14 
82,54 
58,91 
26,38 
28,54 
22,63 
23.63 
22.54 
58.54 
42.51 
48.22 
29,52 
... 
1998 
78,21 
82,68 
42,21 
35,63 
2631 
188,24 
32,51 
28.33 
121,62 
32,42 
79.38 
46.59 
3621 
34.51 
101.28 
62.32 
28.91 
29.62 
28,54 
24,52 
32.68 
62.51 
46.32 
52.31 
30,63 
1999 
80,62 
96.54 
58,64 
38,41 
28,20 
198,32 
3638 
29,32 
129,22 
48,32 
89,49 
54,28 
35,62 
35.62 
121,52 
68,55 
29,94 
33,54 
31,22 
32.88 
42.33 
67.32 
48,33 
5621 
31,32 
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NEP Period (1991-1999) 
INTEREST 
(Rs. In Crore) 
Name of Industry 
Electricals/Electronics 
Asea Brown Boveri 
Cromplon Greaves 
GEC Alsthom (India) LtJ. 
Onida Corporation 
Phillips (India) Ltd. 
Diversified 
Brooke Bond Lipton 
Hind Ciba-Geigy Ltd. 
Max (India) Ltd. 
Mac Dowell & Co. 
Sandoz (India) Ltd. 
Miscellaneous 
BPL Ltd. 
Thermax Ltd. 
Albert David 
Carbon Evcrflow Ltd. 
Chemplast Sanntar Ltd. 
Cimmco Biria 
Enkay Synthetics 
Forbes Gokak Ltd. 
Hoechst Marion Roussel 
Lakme India 
Cadbury (India) Ltd. 
Nestle (India) Ltd. 
Ponds (India) Ltd. 
Shaw Wallace 
Whirlpool India 
1991 
10.72 
42.06 
1.22 
10.09 
14.42 
9,99 
7.62 
--
--
7..19 
•-
9.43 
-• 
--
19.48 
-• 
--
8.09 
13.22 
-• 
3.45 
8.24 
3.27 
4.59 
--
1992 
18.60 
45.08 
1.40 
10.58 
14.71 
7.10 
8.35 
•-
--
7.03 
1076 
9.58 
--
--
20.21 
-• 
--
8.23 
14.31 
--
3.67 
9.50 
5.45 
6.21 
--
1993 
9.07 
50.93 
7.03 
11.63 
26.37 
25.90 
12.02 
682 
--
6.84 
16.36 
10.21 
15.92 
--
21.68 
--
--
15.37 
1631 
--
5.85 
687 
5.14 
7.38 
--
1994 
7,24 
44.03 
10.51 
12.52 
14.29 
34,26 
12,03 
7,54 
17,21 
3,57 
17,00 
10,63 
16,05 
--
20,64 
--
1053 
12,71 
15,65 
11,54 
3,61 
693 
4,13 
8,92 
--
1995 
9,71 
43,17 
7,36 
12,98 
15,81 
37,64 
8,94 
8.21 
17.89 
3.52 
14.17 
10.88 
16,54 
8,54 
20,07 
16,22 
1098 
12,69 
613 
12,68 
2,33 
31,46 
2,68 
9,48 
654 
1996 
10,15 
69,93 
6019 
13,42 
27,58 
38,62 
7,32 
9,33 
18,24 
3,59 
16,38 
11.21 
16,82 
8,69 
37,59 
16,83 
11,54 
15,99 
10,55 
9,54 
4.23 
38,63 
3.32 
1012 
9,21 
1997 
11,62 
70,21 
1082 
13,66 
31,41 
39,54 
g,S4 
9,87 
19,38 
3,82 
1654 
12,38 
17,59 
8.99 
38.34 
17.54 
12.63 
17.54 
12.63 
10.62 
5.28 
42.65 
4.53 
11.56 
10.51 
1998 
000.000 
12.55 
81.38 
11.95 
14.05 
39.82 
40.12 
8.92 
10.51 
20.54 
3.91 
17.21 
13.54 
18.23 
9.21 
39.21 
17.98 
13,52 
18.21 
14.59 
12.58 
639 
46.54 
5.21 
12.63 
11.63 
1999 
000.000 
13.14 
92.54 
12.63 
14.92 
45.53 
41.54 
9.10 
10.82 
22.68 
4.05 
17,88 
14,63 
19,42 
9,68 
42,33 
18,89 
14,59 
19,23 
16.68 
13.21 
7.21 
48.29 
633 
13.59 
12.34 
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Financial Trends of Top 25 TNCs in India Under Merger & Acquisition Arrangement During Post-
NEP Period (1991-1999) 
NET-WORTH 
(Rs. In Crore) 
Name of Industry 
Eiectricals/Electronics 
Asea Brown Boveri 
Crompton Greaves 
GEC Alsthom (India) Ltd. 
Onida Corporation 
Phillips (India) Ltd. 
Diversified 
Brooice Bond Lipton 
Hind Ciba-Geigy Ltd. 
Max (India) Ltd. 
Mac Dowell & Co. 
Sandoz (India) Ltd. 
MiKcUancous 
BPL Ltd. 
Thermax Ltd. 
Albert David 
Carbon livcrflow Ltd. 
Chempiast Sanmar Ltd. 
Cimmco Birla 
Lnkay Synthetics 
Forbes Gokak Ltd. 
Hoechst Marion Roussel 
Lakme India 
Cadbury (India) Ltd. 
Nestle (India) Ltd. 
Ponds (India) Ltd. 
Shaw Wallace 
Whirlpool India 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
52.50 
56.28 
38.51 
58.42 
7254 
66.20 
66.45 
41.03 
69.75 
83.53 
154.62 
12979 
85.03 
18245 
91.58 
214.12 
226.26 
87.93 
22215 
12928 
264.23 
362.56 
146.75 
28252 
175.85 
31252 
387.24 
149.75 
291.56 
187.36 
386.39 
41263 
169.28 
299.38 
209.65 
50253 
43251 
17232 
312.50 
22238 
515,62 
462.22 
185.44 
319.28 
241.54 
111.25 
68.54 
•-
--
36.74 
109.32 
84.48 
--
--
38.92 
276.51 
92,07 
10.58 
-• 
4240 
351.52 
99.47 
15.89 
11251 
47.27 
411.72 
212.40 
28.68 
13222 
61.50 
51226 
226.08 
36.49 
151.16 
6231 
615.42 
235.48 
4988 
181,21 
7954 
698,59 
250,69 
50,32 
198.36 
84.88 
789.68 
270.83 
54.61 
21254 
98,62 
- • 
21,48 
--
•• 
42.28 
--
- • 
80.22 
63.51 
--
20.54 
9285 
34.41 
39.22 
-• 
28.86 
28.69 
--
--
50.15 
--
•-
86.08 
71.96 
--
26.82 
170.47 
40.79 
4251 
•• 
42.33 
32.54 
41,55 
-• 
57.12 
--
•-
94.26 
73.03 
-• 
66.46 
222.53 
70.08 
54.25 
•• 
64.38 
41.56 
48.63 
- • 
68.62 
--
28,32 
134,43 
93.60 
28.58 
70.79 
230,86 
84,73 
5921 
- • 
213.54 
52.38 
52.54 
1228 
176.44 
18.96 
3254 
154.80 
90.41 
32.54 
76.04 
230.64 
101.53 
68,51 
18,54 
228.32 
61.99 
58,21 
22,68 
277,65 
28.38 
44.68 
157.07 
100.47 
1263 
89.31 
251.52 
121.22 
7682 
2268 
295,54 
7242 
6238 
3259 
281.63 
32.54 
54,21 
18251 
121.41 
22.15 
92.68 
289.54 
141,58 
82,76 
39.42 
35222 
78,68 
64,51 
42,63 
320,51 
36.82 
58.68 
199.63 
131.42 
28.51 
103.54 
341.22 
18263 
91,54 
5251 
389,64 
80,15 
68,82 
51,44 
380,66 
44.51 
62,22 
205.42 
15254 
3222 
118.22 
456.39 
218.92 
11268 
68.38 
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TAX 
(Rs. In Crore) 
Name of Industry 
Electricals/Electronics 
Asea Brown Boveri 
Crompton Greaves 
GEC Alslhom (India) Ltd. 
Onida Corporation 
Phillips (India) Ltd. 
Diversified 
Brooke Bond Lipton 
Hind Ciba-Geigy Ltd. 
Max (India) Ltd. 
Mac Dowell & Co. 
Sandoz (India) Ltd. 
Mi.scc!lancous 
BPL Ltd. 
Tlicrmax Ltd. 
Albert David 
Carbon F.vcrflow Ltd. 
Chemplast Sanmar Ltd. 
Ciminco Biria 
Unkay Synthetics 
Forbes Gokak Ltd. 
Hoechst Marion Rousset 
Lakme India 
Cadbury (India) Ltd. 
Nestle (India) Ltd. 
Ponds (India) Ltd. 
Shaw Wallace 
Whirlpool India 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
7,07 
6.38 
7.52 
i.iA 
32.52 
14.90 
7.00 
8.57 
8.68 
36.00 
22.00 
4.75 
1.15 
9.21 
21.87 
28.00 
8.00 
0.00 
10.15 
14.25 
37.75 
16.50 
6.22 
11.63 
49.50 
39.85 
1600 
8.35 
12.54 
20.82 
41.33 
16.39 
9.63 
13.82 
28.63 
44,68 
17,58 
10,54 
15.69 
39.52 
4921 
18,22 
11,52 
1932 
41,44 
30.00 
14.51 
-• 
•• 
5.70 
33.31 
15.71 
-• 
--
610 
53.00 
16.75 
5.48 
--
8.70 
49.00 
18.83 
6.92 
28.54 
7.80 
27.00 
13.76 
7.85 
39.21 
1200 
3258 
24.27 
10.39 
4258 
12.20 
48.92 
28.22 
15.21 
46.91 
14.54 
50.63 
29.63 
1693 
48.44 
1682 
54,22 
33,54 
17,54 
51,23 
17,99 
- • 
7.68 
--
--
4.21 
--
--
7.54 
4.82 
•-
3.89 
2210 
1.19 
3.54 
--
0.79 
8.81 
--
--
4.82 
- • 
--
9.20 
3.69 
--
4.10 
19.20 
222 
8.92 
--
0.81 
10.54 
4.48 
--
0.00 
--
--
8.55 
2.28 
--
1.26 
17.30 
956 
12.68 
--
6.05 
12.68 
5.42 
-• 
5.62 
--
6,72 
7.65 
13.34 
6.63 
4.80 
20.05 
14.31 
19,54 
--
13.00 
14.49 
6.51 
5,42 
8,17 
7.54 
8,83 
14,55 
11.17 
6.92 
8.65 
17.10 
15.65 
22.83 
6.52 
13.82 
18.82 
6.38 
6,51 
4,95 
8,21 
10,21 
0,10 
11,22 
4,54 
1290 
18,22 
1608 
27,21 
7,38 
15.96 
19.45 
7.58 
7.15 
5.82 
8.68 
11.58 
10.52 
11.48 
5,12 
13,21 
19,43 
2253 
29,54 
9,25 
18.38 
19.88 
7.91 
7,89 
638 
922 
1269 
10,68 
1239 
5,92 
15,63 
21,49 
2621 
32,22 
11,56 
21.42 
20.45 
8.20 
8,50 
7,54 
9,85 
13,22 
11,33 
13,05 
614 
17,25 
22,68 
28.92 
35,63 
1239 
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EXPORTS 
(Rs. In Crore) 
Name of Industry 
Electricals/EIectronics 
Asea Brown Boveri 
Crompton Greaves 
GEC Alslhom (India) Ltd. 
Onida Corporation 
Phillips (India) Ltd. 
Diversified 
Brooke Bond Lipton 
Hind Ciba-Geigy Ltd. 
Max (India) Ltd. 
Mac Dowell & Co. 
Sandoz (India) Ltd. 
Miscellaneous 
BPL Ltd 
Tlicrmax Ltd. 
Albert David 
Carbon Evcrflow Lid. 
Chemplast Sanmar Ltd. 
Cimmco Biria 
Enkay Synthetics 
Forbes Gokak Ltd. 
Hoechst Marion Roussel 
Lakme India 
Cadbury (India) Ltd. 
Nestle (India) Ltd. 
Ponds (India) Ltd. 
Shaw Wallace 
Whirlpool India 
1991 1992 1993 1994 1995 1996 1997 1998 1999 
26.94 
22.42 
3.51 
S.22 
13.21 
65.04 
48.18 
2.98 
8.95 
13.78 
166.08 
78.95 
22.25 
10.63 
13.75 
135.50 
92.30 
18.49 
11.21 
16.10 
162.28 
96.04 
32.14 
12.56 
16.15 
165.42 
102.02 
36.53 
13.42 
17.02 
163.21 
153.59 
38.21 
14.63 
18.58 
285.56 
192.63 
39.54 
15.21 
19.42 
321.22 
202.54 
40.22 
16.33 
20.21 
48.44 
21.63 
--
--
28.77 
74.44 
24.03 
•-
--
39.85 
96.54 
13.65 
2.48 
--
42.83 
106.77 
23.08 
5.68 
23.56 
51.04 
102.32 
40.85 
7.39 
32.51 
54.02 
128.32 
42.63 
9.28 
41.56 
54.98 
136.J4 
49.63 
10.14 
47.82 
62.54 
152.28 
54.48 
12.68 
55.38 
68.21 
160.44 
60.55 
13.44 
59.66 
73.58 
--
8.38 
--
--
0.23 
•-
--
5S.25 
27.32 
--
3.54 
17.45 
26.65 
21.22 
--
27.90 
12.63 
--
• -
0.82 
--
--
66.73 
31.47 
- • 
3.37 
57.07 
43.46 
28.38 
--
17.09 
14.21 
12.68 
-• 
0.94 
-• 
- • 
91.02 
12,07 
-• 
0.86 
82.04 
69.55 
32.51 
--
22.28 
15.82 
13.49 
--
0.02 
--
15.82 
87.16 
31.01 
2.48 
0.82 
107.22 
72.54 
41.53 
--
33.12 
17.39 
15.42 
7.68 
0.11 
12.22 
20.21 
108.70 
39.47 
3.36 
2.92 
122.36 
80.61 
49.28 
0.69 
34.16 
18.86 
17.91 
9.21 
0.70 
14.63 
24.32 
92.33 
38.42 
0.69 
3.18 
131.15 
86.25 
54.58 
2.58 
39.21 
20.21 
20.22 
11.54 
0.81 
16.21 
26.61 
101.63 
42.44 
0.82 
3.62 
142.54 
89.48 
59.63 
5.63 
40.51 
21.42 
22.68 
12.63 
0.98 
18.54 
29.32 
138.21 
48.51 
2.24 
3.98 
151.53 
98.21 
76.55 
8.21 
42.22 
22.41 
24.51 
13.21 
1.05 
21.22 
31.44 
151,63 
50.20 
3.54 
3.97 
172.33 
103.52 
89.21 
10.48 
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EARNING PER SHARE (EPS) 
(in Rupees.) 
Name of Industry 
Electricals/Electronics 
Asea Brown Boveri 
Crompton Greaves 
GEC Alsthom (India) Ltd. 
Onida Corporation 
Phillips (India) Ltd. 
Diversifled 
Brooke Bond Lipton 
Hind Ciba-Geigy Ltd. 
Max (India) Ltd. 
Mac Dowel! & Co. 
Sandor, (India) Ltd. 
Misceilaneous 
BPL Ltd. 
Thermax Ltd. 
Albert David 
Carbon Everflow Lid. 
Chemplast Sanmar Ltd. 
Cimmco Biria 
Enkay Synthetics 
Forbes Gokak Ltd. 
Hoechst Marion Roussel 
Lakme India 
Cadbuiy (India) Ltd. 
Nestle (India) Ltd. 
Ponds (India) Ltd. 
Shaw Wallace 
Whirlpool India 
1991 1992 1993 1994 1 1995 1996 1997 1998 1999 
10.07 
4.42 
3.05 
3.51 
9.54 
16.91 
5.56 
3.99 
3.82 
10.11 
14.89 
3.93 
1.48 
4.06 
12.78 
16.35 
7.71 
1.09 
4.44 
16.5 
16.83 
9362 
3.20 
4.92 
21.46 
17.42 
10.31 
3.64 
4.99 
23.42 
18.91 
11.21 
3.92 
5.15 
18.21 
19.43 
11.58 
4.51 
5.32 
12.63 
20.63 
11.58 
4.99 
5.59 
6.0 
5.90 
58.64 
--
--
4.06 
7.30 
59.62 
•-
-• 
5.82 
10.10 
53.57 
2.38 
--
9.61 
8.23 
55.87 
3.51 
10.51 
8.53 
8.06 
58.22 
3.68 
10.92 
22.91 
8.92 
56.32 
5.41 
11.06 
23.52 
9.54 
58.54 
5.81 
11.88 
10.15 
59.21 
6.05 
11.98 
26.51 27.23 
11.54 
59.25 
6.33 
12.05 
28.54 
-• 
11.21 
--
--
4.52 
--
--
14.68 
3.28 
--
3.68 
5.62 
10.11 
5.84 
• -
7.32 
12.33 
--
--
4.91 
--
--
15.90 
2.83 
--
4.42 
4.85 
12.78 
6.92 
--
4.36 
12.56 
15.62 
--
5.08 
-
--
14.45 
3.13 
• • 
1.10 
5.52 
16.05 
7,54 
--
15.03 
13.51 
16.89 
• -
5.51 
--
7.54 
9.20 
8.21 
8.54 
7.00 
6.30 
21.46 
8.21 
--
18.16 
14.82 
18.54 
3.54 
5.98 
6.38 
9.92 
20.86 
7.72 
8.92 
7.73 
6.82 
24.52 
10.15 
3.58 
19.58 
15.91 
1921 
3.92 
7.21 
7.51 
10.11 
18.69 
7.54 
6.52 
7.92 
7.15 
28.91 
12.63 
4.69 
26.54 
16.38 
1988 
4.51 
7.83 
8.22 
11.78 
20.59 
8.59 
7.31 
8.04 
7.38 
30.15 
14.54 
5.48 
31.38 
17.54 
50.54 
4.58 
8.51 
9.38 
12.54 
21.54 
9.62 
8,24 
8.19 
7.82 
32.66 
15.82 
6.24 
35.3 
18.21 
2.95 
5.66 
8.92 
10.54 
13.69 
22.68 
999 
8.99 
8,28 
8,05 
34,54 
18,54 
8,92 
Sources: (A) Based on Khan, Dr. A.Q. (Monograph) Entitled "Ms & As for Growth and 
Globalization of Indian Economy", (Unpublished) Deptt. Of Commerce, A. 
Aligarh. 
(B) Capital Market, Chandigarh (Various Issues). 
M.U., 
